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The lessons have 
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WORLD NEWS 

Weak inflation 
damps prospect 
of early US 
rate increase 

US industrial output surged last 
month against a background of 
very weak inflationary pr ess u res, 

dampening expectations of an 

early interest rate rise. Wall 
Street rallied, rising 6S22 points 
by midday to 7.T8&36. Page 5; 
World stocks. Page 88 

EasyJet ay es Europe hubs 

EasyJet, UK-based cut-price air- 
line, is considering establishing 
bobs in Amsterdam and Athens 
to compete with KLM and Olym- 
pic Airways. Page 6 

Probe Into helicopter dead 

The UK international develop- 
ment ministry ordered an inquiry 
into a £65m ($iQ3m) purchase in 
1986 of 21 helicopters by India 
after it was disclosed 18 axe to be 
sold to a spare parts company for 
only £900.000. Page 7 

Tokyo dentes Brussels claims 

Japan rejected claims by Euro- 
pean Union officials that Tokyo 
was unde rmining 1 negotiations 
for China's entry to the World 
Trade Organisation. Page 6 

German push mi Emu 

dose supporters of German 
chancellor H elmut Kohl signalled 
a new drive to win support for 
European economic and mone- 
tary union. Page 2 

Mora time for landmines pact 

US moves to win exemptions to a 
global ban on anti-personnel 
landmines were boosted when it 
was given an extra 24 hours to 
seek a compromise treaty at the 
Oslo conference an landmines. 
Page 6 

MnnmiHr can to hivosioti 

Malaysian prime minister 
Mahathir Mohamad appealed to 
foreigners to invest in the "multi- 
media super corridor”, intended 
to make the county a high-tech- 
nology hub. Page 4 

M on g o lla privatisation drhro 

Mongolia hopes to auction off vir- 
tually all the state sector within 
two years. Page_i4 

Diana bodyg ua rd ■conscious' 

Bodyguard Trevor Rees-Jones, 
only survivor of the August 31 
car crash in which Diana, Prior - 
cess of Wales, died is conscious, 
say hospital officials. 

Tea group chief accused 

The general manager of Tata 
Tea, India’s biggest tea producer, 
was arrested and accused of help- 
ing fond separatist Assam mili- 
tants. Page 4 

Mandela yields on policy 

South African president Nelson 
Mandela conceded the govern- 
ment had been wrong to insist 
the main planks of economic pol- 
icy were ‘^on-negotiable’’. Page 8 

Easing of baef ban sought 

Britain is seeking a breakthrough 
today in its campaign to win an 
edging of the European Union 
beef export ban. Page 7 

Irish presidential race 

Anti -nuclear *smp 8 »e ner Adi 
Roche emerged as bookmakers’ 
favourite to succeed Mary Robin- 
son as Ireland’s president Page 2 

Indonesia ‘to cut spomfing* 

Indonesia’s finance minister 
pledged to cut spending and 
delay big infrastructure projects, 
to soften the impact of devalua- 
tion on the current account and 
foreign debt Page 4 

Croissants a hit with Brits 

More British consumers are eat- 
ing croissants and bagels, hitting 

the sate of wrapped bread, says a 

report by the Datamrm it o r man- 
agement consultancy. 

Six die off Spanish const 

Six Moroccans were found dead 
and 18 people were missing after 
their boat capsized off the 
southern coast of Spain. 
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BUSINESS NEWS 


Sumitomo 
to close 
Frankfurt 
operation 

Japan's Sumitomo Bank is to 
close its Frankfort operation as 
part of an international rational- 
isation, marking a further blow 
to the global ambitions of Japa- 
nese banks. Page 14 

Eurotauinal investors plan to 
complain to the French stock 
market authorities in an effort to 
block a £8-5bn ($13.6bn) restruct- 
uring plan. Page 18 

Bsyerlscbe Verelnsbank of 

Germany will raise nearly 
DML5hn ($882m) from interna- 
tional investors as part of a 
DMSbn capital increase. Page 15 


Hoard, the French 
drinks company, reported a &2 
per cent advance from FFr504m 
($85. 4m) to FFr535m in first-half 
attributable net profit Page 18 

Telecoms equipment suppliers 
Northern Telecom of Panada 
Siemens of Germany, France's 
Alcatel and Italtel of Italy are 
joining forces to promote a single 
technology for mobiles. Page 16 

Telia, Sweden's state-owned 
telecoms company, has launched 
legal proceedings in Brazil in an 
attempt to overturn the govern- 
ment’s revocation of a R$LS2bn 
(US$L21bn) mobile telephone 
contract Page 18 

—etstt Dotnia, a joint venture 
between Finnish groups Metsa- 
Serla and UPM-Kymmene, plans 
to raise the price of long-fibre 
market pulp from $590-6600 a 
tonne to about 6650 a tonne. Page 
18; Commodities, Page 26 

Otto Varsand, the German mail 
carder company, has launched 
ventures in Taiwan, South Korea 
and Shanghai to develop cata- 
logue and internet shopping in 
Asia. Page 19 

A pp la, the computer - 
manufacturer, named co-founder 
Steve Jobs as interim chief execu- 
tive officer two months after Gil 
Amefio resigned. Page 15 

Tulip, the Netherlands-based 
personal computer maker, has 
reached agreement to take over 
its bankrupt rival Commodore- 
Page 18; Technology , Page 22 


■, the US truckmaker 
which bought Daf of the Nether- 
lands last year, h as decided to 
develop its own four brands. 
Page 16 

Taylor Woo drow, t he UK _ 

construction group, saw interim 
pre-tax profits rise 43 per cent to 
£36L2m ($57m). Page 20 

power group erf Spain 
has taken leading stakes in 
Colombia's two main electricity 
companies involving investments 
of $2.l8bn. Page 16; Observer, 
Page 13 

■flcroaao, a Swiss company 
which makes computer chips for 
Nokia mobile phones, plans to 
buy German (mips m an u fa c turer 
ITT IntermetaL Page 18 

PofyGkam, the Dutch 
entertainment group, is putting 
Mercury Records president 
Danny Goldberg in charge of 
Motown Records. Page 16 

Mlchelln. the tyre manufacturer, 
has set up its first two C3M 
plants outside France. Page 18 

KPMG Prat Marwick, the 

international accountimcy prac- 
tice, is to provide pro g ra m mi ng 
for internet information service 
PointCast Business Network. 
Page 15 

Premier OH, the UK 

Indep endent, is planning an 
'aggressive" second half drilling 
programme. Page 20 

KVl and Daf Trucks are to 
cooperate on components for 
vehicles. Page 18 
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EU enlargement 

Germany balks 

at the bill 

Lionel Barber, Page 12 
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Sports group challenges rival Nike after $1.4bn deal 

Adidas to acquire Salomon 


By Graham Bowtay in Frankfurt 
and David Owen in Paris 

Adidas, the German sportswear 
group, yesterday agreed to take 
over Salomon, the French ski and 
golf equipment company, in a 
FFrSbn ($i.4bn) acquisition that 
would make it the world’s second 
biggest sports goods manufac- 
turer after Nike of the US. 

As part of the deal Adidas - 
which is to be renamed Adidas- 
Salomon - will strengthen its dis- 
tribution networks in the US and 
japan where Salomon brands are 
well established. 

Annecy-based Salomon, the 
world's hugest manufacturer of 
ski bindings, has long been a 
household name in winter sports. 

But the group has recently 
diversified, encouraged by a run 
of largely snowless winters 
between 1969 and 1991 that sent 


Salomon sliding into the red. 

Over the past five years, it has 
branched into hiking' boots, bicy- 
cle components and snowboard- 
ing. The group’ has owned the 
Taylor Made golf brand since 
1984. 

Salomon is the name of a 
Savoyard family that opened a 50 
sq m workshop to manufacture 
ski edges in the old district of 
Annecy 50 years ago. The group’s 
success was based on its ability 
to create innovative products. 
Among the best-known examples 
are its rear-entry ski boot 
launched in 1980 and the 
so-called “monocoque" ski, made 
from a single mould, which first 
appeared in 1990. 

Adidas's move is the latest by 
Robert-Louis Dreyfus, chairman 
and a former chief executive of 
Saatchi and Saatchi, the UK 
advertising group, who is cred- 


ited with the company’s turn- 
around after losses in 1993. 

Under his control. Adidas has 
adopted a more aggressive mar- 
keting strategy to match rivals 
Nike and Reebok, revamping its 
product range and focusing on 
technological innovations. The 
company went public with a 
DM2. lb n ($i.2bn) share issue in 
1995. 

Adidas said it had agreed to 
buy Sport D&veloppement, a hold- 
ing company that owns 38.9 per 
cent of Salomon's share capital 
and 56.2 per cent of its voting 
rights. 

A public offering would be 
made to holders of the remaining 
61.1 per cent of shares as soon as 
the Sport Developpement deal 
was approved by competition 
authorities and shareholders. 
Adidas has ruled out issuing 
shares to pay for the purchase 


instead is expected to finance 
the acquisition through bank 
loans and fa.qh. Adidas has been 
advised by Goldman Sachs, the 
US investment bank. 

One side effect of yesterday's 
deal was a sharp nm up in the 
price of shares of Skis Rossignol, 
Salomon’s local rival, based in 
the Chartreuse-making town of 
Voiron, which is the world's big- 
gest alpine ski maker. Rossignol 
shares ended the day on the Paris 
stock market aiwari FFr9.5, or 7.9 
per cent at FFr129.5. 

Analysts applauded the deal, 
which they said would let Adidas 
develop products more success- 
fully in higb-margln “trend 
sports’’, such as snowboarding 
and in-line skating, where Salo- 
mon has a strong reputation. 


Lex, Page 16 
Adidas moves. Page 18 


Dresdner rocked 
by tax resignation 


By Andrew Fisher in Frankfurt 

One of Germany’s best-known 
bankers resigned yesterday as 
head of Dresdner Bank's non- 
executive board over allegations 
that he had sought to evade taxes 
by sending funds to Switzerland. 

Wolfgang Roller, formerly man- 
agement board chairman of the 
bank, Germany’s second-biggest 
after Deutsche Bank, rejected the 
claims and said the investigation 
being carried out by state prose- 
cutors would show they were not 
true. 

But be wanted to spare Dresd- 
ner any damage that might arise 
from the probe, confirmed on 
Monday after a detailed account 
of the allegations appeared in Der 
Spiegel, the weekly magazine. A 
running public discussion over 
his private affairs would not help 
the bank, he said. 

Mr Roller’s decision to step 
down as head of the supervisory 
hoard is the first time the current 
scrutiny by tax authorities of 
German banks’ affairs has led to 
the resignation of such a senior 
figure. As well as being promi- 
nent in hairing and business cir- 
cles - he is also head of the 
supervisory board of Lufthansa, 
the national airline - Mr Roller, 
67, has considerable influence in 
the Bonn government. 


Dresdner said it regretted his 
departure and praised his contri- 
bution to its progress. Mr Roller 
had been with the bank for mare 
than 40 years. He spent 20 years 
on the management board, 
becoming chairman in 1985. He 
stepped down in 1993 to make 
way for Jfirgen Sarrazm. 

His resignation comes a week 
after Dresdner said Mr Sarrazin 
would hims elf retire as manage- 
ment board chai rman next May. 
He will be succeeded by Bern- 
hard Walter, 55, a fellow director. 

Dresdner has been under inves- 
tigation by state prosecutors 
since 1994 over allegations it 
advised clients to send funds to 
Luxembourg and other foreign 
centres to evade tax. While it is 
not illegal for Germans to hold 
accounts abroad, income from 
these has to be declared. 

Other banks to have been 
investigated include Commerz- 
bank and a fund management 
subsidiary of Bayeriscbe Hypoth- 
eken- und Wechsel Bank. Hypo- 
Bank is merging with Bayeriscbe 
Vereinsbank to create a bank 
that will displace Dresdner as 
Germany’s number two. 

Dresdner said the allegations 
about Mr Roller appeared to have 
stemmed from a tipofL 

Global offering. Page 15 


EasyJet plans bases in 
Amsterdam and Athens 


By Michael Slcapfnker, 

Aerospace Correspondent 

EasyJet, the UK-based cut-price 
airline, is considering establish- 
ing hubs in Amsterdam and 
Athens to compete directly with 
ttt.m of the Netherlands and 
Olympic Airways of Greece. 

Stelios Haji-Ioannou, Easy Jet’s 
founder, also said yesterday that 
he had signed a binding agree- 
ment with Boeing of the US to 
buy 12 737-300 aircraft They will 
be delivered over the next two 
years, tripling the size of 
EasyJet’s fleet 

Mr Haji-Ioannou said he would 
use the aircraft to expand ser- 
vices in the UK and to establish 
new bases in Europe. 


Inside 
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EasyJet plans to take advan- 
tage of the liberalisation of the 
European Union’s aviation mar- 
ket, which was completed in 
ApriL 

This allows EU airlines to 
establish domestic services in 
other member states. 

British Airways has used the 
liberalisation to buy airlines in 
France and Germany. Ryanair of 
Ireland has started domestic ser- 
vices in the UK and Virgin Atlan- 
tic has acquired a low-cost car- 
rier based in Brussels. 

However, EasyJet, which is 
registered in the UK, would be 
the first of the new low-cost 
carriers to establish substantial 
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Technology, Page 22 
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• AT&T s wxasrion race 
US conqjany news, Page 16 

• D-Mark ends two-year decBne 
tex. Page 14 

• Bank deal may be pyntUs victory 
European company news, Page 18 


Fax machines could be replaced by 
sendng information via the internet 

• Kodak's bbned image 
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• WaH St and the Far East crisis 

Barry Rfley, Page 15 

• IstaabeTs latest bid ran 
Wbrid stocks. Page 36 

• Emergfetg markets at a glance 
World stocks, Page 35 



New blow to Ulster peace: investigators view the wreckage after a 
bomb exploded in the Armagh town of MarfcethHI. The IRA denied 
responsibility, hut Ulster Unionists called for Sam Ffcin, its political 
wing, to be ejected from peace talks. Report, Page 14 
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Clinton 
seeks ‘fast 
track’ trade 
authority 
in Congress 

By Nancy Dunne in Washington 

President Bill Clinton yesterday 
sent his long-awaited request for 
trade negotiating authority to a 
deeply divided Congress, saying 
that his proposal recognised the 
importance of protecting work- 
ers' rights and the environment- 

presenting the bill for “fast 
track” authority to negotiate 
trade agreements with other 
countries, the president said: “It 
makes clear that the agreements 
we conclude should complement 
and reinforce those values.” 

Fast track would give the pres- 
ident the authority to sign com- 
prehensive trade agreements 
with foreign governments, with- 
out having the whole deal 
unpicked by Congress. 

Legislators would not be 
allowed to amend the treaty, hot 
would have to accept or reject it 
outright 

The administration is seeking 
fast track authority until Octo- 
ber 1 2001 with an option to 
request an extension until Sep- 
tember 30 2005. 

By stretching the expiry 
beyond the next presidential 
election in 2000, the White 
House has sought to remove it 
from the political agenda for 
that election. 

In a symbolic reversal of cus- 
tom, Mr Clinton went to Capitol 
Hill to lobby his party and 
restate Ms argument that trade 
is vital to the conduct of US for- 
eign policy. 

He wants the authority to 
negotiate a free trade agreement 
in Latin America, free trade with 
selected Asian countries, sectoral 
agreements around the world, 
and new deals in the WTO. 

The fast track legislation is 
expected to face tongh opposi- 
tion in the House of Representa- 
tives. Many congressmen were so 
angered by a succession of 
delays that last week they 
refused to attend a formal White 
House launch of the campaign to 
get foe bill passed. 

However, Bill Archer, chair- 
man of the House ways and 
means committee, called Mr 
Clinton’s proposal “a very con- 
structive start” in enacting the 
trade legislation this year. 

Administration officials earlier 
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NEWS: EUROPE 


Debt warning as Dutch go for tax cuts 


By Gordon Cramb 
in The Hague 

The Dutch government 
yesterday delivered a tax- 
cutting budget in advance of 
a general election next May, 
drawing criticism that its 
measures were unnecessary 
and potentially dangerous 
while economic growth was 
accelerating and debt levels 
remained high. 

Hie three-party centre-left 
coalition, which has won 
international acclaim for 
restoring state finances and 
generating employment, 
forecast that 1998 GDP 
would grow by 3.75 per cent. 


picking up pace from the 
ZL25 per cent expected this 
year. 

It reduced the tax and 
social security burden to 
individuals and companies 
by FI 3.9bn ($l.9bn), or 
around 0-5 per cent of GDP. 
The business measures 
include incentives to hire 
more workers at the entry 
level to the pay scale, and to 
invest in knowhow and tech- 
nology. 

The budget provided an 
initial FI 750m to establish a 
pensions pot for what is one 
of Europe’s most rapidly 
greying societies - into this 
will go any windfall tax reve- 


nues from 1897, and FI l-5bn 
annually from next year on. 

In all. the government 
devoted more than two 
thirds of its additional reve- 
nues to tax relief and spend- 
ing programmes, committing 
only a minority of them to a 
further reduction in the defi- 
cit While that is projected to 
decline to 1.7 per cent of 
GDP next year from 2 per 
emit, well within the norms 
laid down by the Maastricht 
treaty provisions for Euro- 
pean economic and mone- 
tary union (Emu), govern- 
ment debt at 70.4 per cent 
remains 10 points above the 
Maastricht ceiling. Hie debt 


RltiO, thoug h daeHnfag fast 
enough to meet Emu 
requirements, is growing in 
absolute terms. 

"The feet that additional 
tax revenues are not being 
used to reduce the deficit 
means the government is 
adding fuel to the fire,” Prof 
AFP Bakker of the Dutch 
central bank told a seminar 
organised by the Institute of 
Directors and the accoun- 
tants Moret Ernst & Young. 

The Council of State, The 
Hague's highest advisory 
body, said; "Under these cir- 
cumstances a bigger propor- 
tion of the windfalls should 
be directed to further debt 


reduction in place of extra 
tax cuts." And economists at 
ABN Amro observed: “The 
impression emerges that the 
elections of next year in this 
respect are already starting 
to cast their shadow." 

The government erf social 
democrats, reformists and 
free marketeers said a tax 
cut was necessary to help 
strengthen policies which 
have helped create nearly 
500,000 jobs since it came to 
power In 1994. “We .have 
come a long way; we have a 
long way to go." said Wim 
Kok, the prime minister. 

The FNV, the main trade 
onion federation, described 


the budget as policy-weak, 
with opportunities for 
Improving physical, social 
and knowledge infrastruc- 
ture ungrasped. 

While supporting the tax 
cuts in principle, it said:. 
“The cabinet is letting the 
tide run out, as a result of 
which there will be unneces- 
sary pain under the next 
government if things go a 
little less well" 

One sector cheering last 
night was the performing 
arts which, innlnding rrin p- 
mas, will benefit from a cut 
in value-added tax to 6 per 
cent from the standard 175 
per cent 


French 
jobs 
policy 
under fire 

By Andrew Jack in Paris 

The French employers* 
federation yesterday 
launched its toughest attack 
yet on the employment poli- 
cies of the leftwing govern- 
ment, Ha fmiTig they would 
destroy jobs and reduce com- 
petitiveness. 

At the conclusion of a spe- 
cial meeting of the Patronat, 
Jean Gandois, the president, 
warned that proposals to cut 
the length of the working 
week without any reduction 
in salary would be “bad for 
companies, bad for employ- 
ment and bad for the coun- 
try". 

However, he said his 
organisation did not plan to 
leave an “empty chair” at 
the tripartite conference 
with unions and the govern- 
ment scheduled for October 
10 . 

His comments came as 
Marc Blondel, head of the 
powerful Force Ouvri&re 
onion, accused Lionel Jos- 
pin, thp prime minister , of 
reducing the value of the 
conference after suggestions 
in Le Monde on Monday that 
he was backing down from 
electoral pledges on working 
hours. 

“The problem in this coun- 
try is not the reduction of 
working hoars. The problem 
Is employment,” said Mr 
Gandois. Employers needed, 
to be left to negotiate modifi- 
cations to working hours, 
and changes should not be 
Imposed by legislation. 

He also warned that the 
plan to create 350,000 jobs in 
the public sector would not 
only increase the level of 
expenditure by the state, but 
also risked destroying 
100,000 private sector jobs. 

Mr Jospin in the Le Monde 
interview denied that “35 
hours paid 39” was a slogan 
of the government. He 
suggested such a proposition 
would be “anti -economic” in 
spite of the Socialists’ 
explicit manifesto pledge to 
“progressively reduce the 
legal working limit from 39 
hours to 35 hours without 
reduction of salary”. 

Louis Viannet, head of the 
Communist-backed CGT 
union, said there were “con- 
tradictions" in Mr Jospin’s 

r emar ks 

Mr Blondel acknowledged 
that the scope for the gov- 
ernment to reduce the 
length of the working week 
was limited, and that much 
negotiation would take place 
between Individual employ- 
ers and unions. 

Mr Gandois said a previ- 
ous commitment by the 
Patronat to reduce working 
hours in 1995 had been held 
up by iminns and legislation 
Introduced last year. In view 
of the recent decision to 
scrap this law - which 
offered tax incentives in 
exchange for working hour 
cuts - he said talks would 
become more relevant. 
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Norway embarks on horse-trading 

Defeated Labour will watch opposition hunt for a coalition. Tim Burt reports 


A small fleet of munici- 
pal trunks moved on 
to Karl Johansgate 
as Oslo’s polls closed on 
Monday night and workers 
began removing the banners 
celebrating last weekend’s 
City Marathon from the 
broad avenue linking the 
parliament building and the 
royal palace 

Yesterday, however, the 
marathon appeared to be 
just beginning as Norway's 
politicians jostled for posi- 
tion following an inconclu- 
sive result in the elections 
for the Storting (parliament). 

Thorbjorn Jagland, the 
Labour prime minister, Has 
vowed to resign after felling 
to achieve his self-imposed 
target of 36£ per cent of the 
popular vote - but not 
immediately. 

Given the Labour party's 
near ll-year hold on power, 
Mr Jagland could And it dif- 
ficult to take the ride up the 
road from the Storting to 
hand his resignation to King 
Harald - particularly as his 
party emerged from Mon- 
day's election as the coun- 
try's largest political group. 

But even with 65 seats in 
the Storting, more than dou- 
ble their nearest rival. 
Labour party leaders know 
that they have failed to 
increase their share of the 
vote on the 1993 result And 
that, they feet suggests a 
popular will for change. 

Nevertheless. Mr Jagland 
has reminded opposition 
leaders that his minority 
government does not have to 
offer its resignation until it 
has presented its draft bud- 
get on October 13. That will 
allow the prime minister to 
sit back and watch the 
horse- trading as the opposi- 
tion parties try to cobble 
together a workable coali- 
tion government. 

Most commentators agree 
that Kjell Magne Bondevik, 
parliamentary leader of the 
centrist Christian Demo- 
crats. will become the prune 
minister of a centre-right 
coalition. The one-time 
priest and former education 
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mini nt at is the most popular 
ear > di flato to succeed Mr Jag- 
land, whose style has been 
unfavourably compared to 
the statesmanlike reputation 
of his predecessor, Gro Har- 
lem Brundtland. 

Before the election, Mr 
Bondevik's party appeared 
to have entered an informal 
«iiianw» with the Liberal an a 
Centre parties. But the via- 
bility of such a coalition has 
been thrown into doubt by a 
collapse in Centre party sup- 
port, and the strong showing 
by the extreme rightwing 
Progress party led by Carl 
Hagen. 

The Progress party - advo- 
cating a populist manifesto 
of increased health spend- 
ing, tighter asylum laws and 
tougher prison sentencing — 
is set to become one of the 
largest parliamentary groups 
after seeing its share of the 
vote increase by 9 percent- 
age points to almost 16 per 
cent. That could deliver 25 
seats in parli ament, equal to 
the number predicted for the 
Christian Democrats. 

Although Mr Bondevik 
cannot bring himself to jump 
into bed with Mr Hagen, he 
may try to woo support from 
the Conservative party in a 


bid to dilute rightwing oppo- 
sition to his agenda of mod- 
est tax increases, hi ghwr aid 
spending and tougher envi- 
ronmental policies. 

But the Conservatives, 
who want to privatise a 
large number of state enter- 
prises. will not support a 
centre-right maiitinn which 
includes their arch-rivals in 
the Centre party. Mr Bonde- 
vik, moreover, appears reluc- 
tant to drop the Centre party 
altogether - although he 
will not embrace its more 
radical policies such as cut- 
ting ofl production. 

N ot surprisingly, the 
newspaper ' Dag- 
bladet yesterday pic- 
tured Mr Bondevik swing a 
drink under the headline 
“Skat for Kaos m - Cheers for 
chaos. 

“ft is not going to be easy 
g overning this country Tike 
this, " says Professor Bemt 
Aardal. of the Norwegian 
Institute of Social Research. 
“It has been a very confus- 
ing campaign and an even 
more confusing result" 

That uncertainty is expec- 
ted to cause nervousness on 
the Oslo stock exchange and 
international financial mar- 
kets, where most analysts 


bad factored in another 
Labour government 

“The krone could come 
undo: pressure and we are 
likely to see band yields ris- 
ing in a clima te of looser fis- 
cal policy," according to one 
financial analyst 

Other commentators 
believe that one of the first 
moves by a centre- right 
coalition could be to increase 
the independence of the 
Bank of Norway, which until 
now has had the single goal 
of maintaining a stable cur- 
rency. In future it might be 
able to exercise more influ- 
ence over monetary policy to 
co ntr ol infla tion. 

The Labour party, alone 
among the parties in the 
Storting is reluctant to tap 
mare of the government’s oil 
fund - estimated at NKrSObn 
($6.8t>n) - to increase spend- 
ing on health and welfare. It 
had decided Instead to invest 
the money in international 
equities to fund future wel- 
fare spending once oil reve- 
nues begin to decline in the 
next century. 

The opposition leaders, 
including Mr Bondevik, 
believe Norway can afford to 
spend more of the money 
now to ease hospital waiting 


queues and improve care far 
the elderly. 

The figures the centre- 
right parties have to reckon 
with show that a coalition 
with a combined mandate of 
no more than 26 per cent of 
the vote, facing concerted 
opposition from the Progress 
party on one side and 
Labour on the other, might 
survive only by making each 
parliamentary vote an issue 

Of fnnfiHprvfp 

in such a scenario, Jan 
Petersen, the Conservative 
leader, could emerge as the 
kingmaker. If he proved will- 
ing to join the coalition or 
even give Mr Bondevik tacit 
support, then the prospec- 
tive non-socialist grouping 
could survive. • 

For the next four weeks, 
however, Mr Jagland will 
continue nominally as prime 
minister and could use the 
period to remind Norwegians 
that Labour - possibly in 
some sort of alliance — repre- 
sents the best prospect for 
long-term stability. 

“We must have a democ- 
racy that functions " he told 
party workers. “But we are 
stifi the biggest party in the 
country and we will be 
back." 


Kohl supporters 
barrack for Emu 


By Peter Norman In Bonn 

Close supporters of Helmut 
Kohl, the German chancel- 
lor. yesterday signalled a 
new drive to win support for 
European economic and 
monetary union and con- 
vince a sceptical public that 
Emu will start on schedule 
on January 1 1999. 

Leading parliamentarians 
from Mr Kohl’s Christian 
Democratic Union and its 
Bavarian sister party, the 
Christian Social Union, 
firmly rejected a postpone- 
ment of Emu, arguing it 
would risk its collapse. 

A joint CDU/CSU state- 
ment underlined that Ger- 
many had a “flagship func- 
tion" and a “special 
responsibility for the com- 
pletion of monetary union". 
Tackling German fears head 
on. It said the single cur- 
rency would not “be a ques- 
tion of sacrificing the 
D-Mark on the altar of 
Europe but of investing it In 
the European cause". 

The statement, written by 
Wolfgang Schauble, the 
leader of CDU and CSU MPs 
in the Bundestag: Michael 
Glos. the head CSU MP; Karl 
Lamers, the CDU/CSU for- 
eign policy spokesman in the 
lower house, and Rudolf Sel- 
lers. an intimus of Chancel- 
lor Kohl, signalled a deter- 
mined effort to halt the 
debate about Emu delay that 
recently flared up in Ger- 
many. Another aim was to 
steer the debate about Emu 
from its narrow focus over 
whether the country will 
meet precisely the public 
deficit target of 3 per cent of 
gross domestic product. 

The target, enshrined in 
the 1992 Maastricht Treaty, 
is “crucial”, the statement 


said, “in so far as its fulfil- 
ment is largely dependent on 
policy decisions and wholly 
or partly determines the ful- 
filment of other criteria". 

But the paper noted that 
“economic theory does not 
dictate a figure of 3 per 
cent". The decision over 
which countries would ulti- 
mately launch Emu would 
depend on their ability to 
fulfil the criteria in a sus- 
tainable manner. Account 
would be taken of the need 
of Emu members to imple- 
ment structural reforms 
after the start of the s ingle 
currency “irrespective of the 
figures they have reached in 
seeking to fulfil the conver- 
gence criteria". 

The document contrasted 
with previous Bonn govern- 
ment efforts to sell Emu as 
an unqualified good by 
stressing that it would 
necessitate “long overdue 
reforms" in Germany and 
elsewhere “to cope with the 
intensified economic compe- 
tition caused by globalisa- 
tion”. 

It also marked a new 

h umili ty among the German 
governing class by pointing 
out that other countries, 

notably the Netherlands, 
had better success than Ger- 
many in pursuing economic 
and social reform. 

France, it said, had kept 
its inflation rate below that 
of Germany for almost five 
years. Italy had made 
“remarkable progress in con- 
solidating its public finances 
since 1993” Spain had made 
“massive efforts" to lower its 
deficit, which was likely to 
fell to 3 per cent of GDP this 
year, and had “got to grips" 
with the structural problem 
of Its highly regulated 
labour market 
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Charity worker odds-on 
to win Irish presidency 


By John Murray Brown 

The race to succeed Mary 
Robinson as Ireland's presi- 
dent took a new torn yester- 
day with Adi Roche, an anti- 
nuclear campaigner nomi- 
nated by Labour and the 
small Democratic Left par- 
ties, emerging as bookmak- 
ers’ favourite to win the 
election on October 30. 

With tiie main opposition 
party. Fine Gad. nominat- 
ing Mary Banottt a member 
of the European parliament, 
and Dana, a former Eurovis- 
ion song contest winner, sec- 
uring the backing of four 
county councils to run, 
attention focuses on the rul- 
ing Fianna Fail party. 

Fianna Fall’s legislators 
will choose today between 
Albert Reynolds, the former 
prime minister. Michael 
O’Kennedy, a former EU 


commissioner and Mary 
McAleese, a Belfast law pro- 
fessor. The “Anything but 
Albert” campaign has felled 
to find a real alternative to 
Mr Reynolds. Bertie Ahern, 
the prime minister and 
party leader, is understood 
to have personally lobbied 
Ray McSharry, another for- 
mer Brussels commissioner, 
to put his name forward. 

Mr Ahern’s fear is that Ml* 
Reynolds, despite being 
credited with his role in the 
Northern Ireland peace pro- 
cess, may have insufficient 
support outside the party. 
The opposition is certain to 
focus on allegations of 
sleaze surrounding Mr 
Reynolds. 

With a field of four candi- 
dates, party strategists will 
be trying to anticipate the 
distribution of transfers 
under the system of propor- 


tional representation. Ms 
Roche is likely to pick np 
Fine Gael support if Mrs 
Banotti is eliminated. 

Interestingly, Fianna Fail 
appears to have given tacit 
support to Dana’s search for 
county council endorsement, 
calculating that it may bene- 
fit from transfers of votes 
from older electors, per- 
suaded to turn out by the 
singer’s conservative anti- 
abortion stance. 

According to Paddy 
Power, Dublin’s leading 
bookmaker, Ms Roche is 
currently odds-on 1:2 
favourite ahead of Mr Reyn- 
olds and Mrs BanottL 

Ms Roche, who runs a 
charity helping children 
affected by the Chernobyl 
nuclear disaster, earlier 
rebuffed approaches from 
both Fine Gael and Fianna 
Fail to run for parliament. 
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prospectuses and other documents. Andrew Jack. Pans 


UKRAINE 


Budget may Irk IMF 

The Ukrainian government submitted itsl998 budget to 
rmriiqrrwTTt yesterday far approval, though as it stands the 
budget is unlikely to please the IMF, which recently 
amSged aonS^ar 8542m Ibr the 

country. While the budget forecastsa *^c^5.5pBr 
cent of GDP. the terms of the IMF standby credit call for a 
deficit of 4Jj per cent. . . . . 

The Ukrainian government, however, is caught between 
the IMF and upcoming parliamentary elections m March , 
by which time it must make some progress aa ithe dmmic 
problem of wage and pension arrears, which total $3^3to_ 
T-ac* year’s targeted 3 per cent budget deficit was met by 
not paying wages and pensions equivalent to another 3 
per cent of GDP. 

In add!*™", one expert noted that the propose d bud get 
not mairp significant progress on the IMF targeted 
areas of payroll tax reform and reforming the Chernobyl 
ftmrf which is devoted to helping victims of the 1986 
nuclea r d isast er and accounts for roughly 10 per cent of 
the budget Charles Clover, Kiev 

GERMANY AND THE EU 


France hits at funding cut 

A French minister yesterday signalled his government’s 
opposition to Germany cutting its big contribution to the 
EU budget saying he hoped Bonn would not catch from 
Britain “the contagion” of demanding a rebate. After 
faiirs with UK minis ters, Mir Pierre Moscoviti, France’s 
European affairs minister, indicated that Paris accepted 
Britain gfrniiirt keep the budget rebate that It won in 1984, 
but said “I hope this will not prove contagious" in 
reference to Germany’s new demands to scale down its 
own payments to Brussels. 

EU states are at the outset of a big overhaul of Union 
revenue »rui spending arrangements cope with the cost of 
bringing in east European countries. 

Tf everyone starts demanding a juste retour [getting 
hack as TO«*h they put ini on their budget contributions, 
it will provide a very bad beginning" to the EU funding 
taHss, Mr Moscoviei said. David Buchan, Diplomatic Editor 
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Economic growth picks up 

Switzerland, Europe's 
slowest growing economy, 
increased its second 
quarter gross domestic 
product by an annualised 
0.2 per cent as evidence 
mounts that the country's 
near seven-year economic 
stagnation has ended. The 
increase in second quarter 
GDP follows a decline in 
the first quarter, and is 
the first rise since the 
Swiss National Bank cut 
its discount rate to 1 per 
cent in Septambo- 1996 in 
a bid to restart the 
economy. Second quarter 
growth was boosted by a 
L3 per oent rise In private consumption and a per cent 

rise in exports compared with a year ago. An 18 per cent 
rise in imports in August, to SFt7^bn ($5bn) and a 12 per 
cent jump in car imparts, has also increased the belief 
that the Swiss economic recovery is finally under way. 
Alexander Kolber, a Union Hawk of Switzerland 
economist said that the figures showed that the recession 
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was over. UBS expects the economy to grow by 05 per 
cent this year and 15 per cent next year. 

Mr Kolber said the la t est economic figures increased 
the risk that the Swiss National Bank could start 
ti g htening monetary policy. VfStiam Ball, Zurich 

fTAUAN RAILWAYS 


Big investment announced 

The Italian government yesterday announced that it 
would invest more than L70.000bn ($40bn) in FS, the state 
r ailw ay, to maintain and modernise the existing rail 
network over the next 10 years. Speaking at of 

the Senate’s Public Works committee Claudio Buriando, 
the transport minister, said the money would be spent on 
upkeep of the system, introducing new technology and 
replacing equipment that has run down. 

In addition, Ll7,500bn would be spent on a “moderate” 
extension of the current system, he said. Mr Buriando 
afeo said the government would produce a bill by the end 
of the year to institute a regulatory authority for 
transportation. A series of accidents in August led to tens 

of thousands of passengers being stranded in Rome on the 

busiest weekend for travel in the year. The crisis waa 
seenas the latest sign that an ageing system needed to be 
renewed. James Blitz, Borne 


Bribery case set to stir Italian politics 


By James BStz in Roma 

Allegations of corruption 
against some of Italy's top 
political and judicial figures 
are again threatening to 
undermine a fragile u nfrwn+w 
between government and 
opposition on crucial issues. 

Although Romano Prodi’s 
government is trying to con- 
centrate on finalising a bud- 
get plan by the end of this 
month, allegations of corrup- 
tion against prominent fig- 
ures look set to create new 
tensions between left and 
right 

A spotlight will fell tomor- 
row on Cesare FrevitL the 
former defence minister and 
an ally of Silvio Berlusconi, 

l . 


the rightwing Fom Italia 
leader- Parliament is to 
decide whether to lift his 
parliamentary immunity to 
allow his arrest on a charge 
that he bribed a group of 
Rome magistrates three 
years ago to the tune of 
L67bn (*3&n). 

The allegations do not 
directly involve Mr Berlus- 
coni himself but some of the 
Forza Italia leader’s allies 
have warned the centre-left 
government tn recent days 
that a committal for trial of 
Mr PrevlU could undermine 
the fragile left-right collabo- 
ration on issues such as the 
redrafting of the constitu- 
tion. 

Mr Berlusconi, who is also 


under investigation by mag- 
istrates, Is himspif hoping to 
put pressure on the judicial 
system in the next few 
weeks. He has asked a close 
ally, Giuliano Ferrara, to 
stand in a forthcoming 
by-election against Antonio 
di Pietro, the former Milan 
magistrate who is most asso- 
ciated wife conducting fee 
anti-corruption cases of 
recent years. 

Mr di Pietro one of Italy’s 
most popular figures. Is 
standing for election on 
behalf of the r uling centre- 
left coalition. But Mr Fer- 
rara, a controversial and 
heavyweight figure who 
edits the newspaper II Fog- 
lio, said he would use the 


campaign to highlight a 
series of corruption allega- 
tions made against Mr di 
Pietro in recent years. 

The case against Mr Prev- 
iti, defence minis ter in the 
1994 Berlusconi go v ernment 
is being billed by some news- 
papers as potentially the big- 
gest judicial corruption scan- 
dal in post-war Italian 
history. 

Mr Previa, a former law- 
yer, is alleged to have bribed 
a group of judges to make a 
L678bn court judgement in 
favour of fee heirs of the 
now defunct SIR Chemicals, 
empire of fee late Nino Rov- 
em 

Ea rlier this week, Mr Ber- 
lusconi bit out at fee calls 


from leading centre-left j 
ti clans for Mr Previ 
“rest He said his ally 
being subjected to “s- 
mary Justice" - and that 
former defence minis! 
elaborate rebuttal of the i 
gations had been ignored 
politicians. 

But the row over the < 
is mare than a mere sqi 
hie in the Roman poKf 
arena. The timing of 
move against Mr Previti j 
reflects fee determination 
the Milan magistrates 
pursue vigorously the I 
catalogue of corruption et 
in spite of fears that 
political establishment 
seeking to curtail their It 
powers. 

I 



Il 


ijl 


NEWS: EUROPE 


ts told 


■ -* • 


*N 1 F 


Guiding cut 


*fh pkk* up 


... 

v r u t u~ 


II p° 


!«|S 


lit) 1 


ooks 


as poll nears 


Estonia ponders package of 
measures to cool economy 


Poll hig hli g hts 
Serb divisions 


M illions of right- 
wing, anfrcommu- 
xdst Poles see elec- 
tions next weekend as a 
chance to redeem the bumill- 
ating defeat they suffered 
four years ago. 

. Votes, then were dispersed 
between dozens of anti-com- 
munist and sometimes xeno- 
phobically nationalistic 
groups which failed to gain 
the 5 per cent needed to 
Jump the entry barrier to the 
460-seat Sejm, the lower 
house of parliament. 

Electoral rules dictated 
that these votes, around 30 
per cent of the total, were 
redistributed In favour of the 
. two parties with communist 
roots - the Democratic Left 
Alliance (SLD) and the farm- 
ers' party (PSL). This gave 
them a stable majority g ud 
empowered the left to gov- 
ern virtually unchallenged 
fin: the entire four-year par- 
liamentary term Just ended. 

To prevent a repetition of 
this debacle, Marian Krzak- 
lewski, leader of the Solidar- 
ity trade union, created 
Aksja Wybarcza Solidarnosc 
(AWSV an electoral alliance 
of 36 rightwing groups with 
the union as its core. ■ 

AWS has emerged as the 
main competitor to the for- 
mer communists. Whatever 
the result on Sunday, the 
Polish right is now guaran- 
teed a substantial presence 
in the new pa rliament 
Mr Krzaklewskl, little 
known outside Poland, is a 
boyish-looking 48-year-old 
whose ubiquitous portrait 
waving a V -tor -victory sign 
at the voters is plastered all 
over the electoral hnaniingn- 
A fervid Roman Catholic, 
he was a computer scientist, 
academic and Solidarity sup- 
porter before becoming 
leader of the Solidarity 
union in 1991. He emerged as 
a compromise candidate to 
succeed Lech Walesa, the 
charismatic founder of Soli- 
darity who gave iip his 
union power base when he 
was elected president 
The Catholic church 
leaves voting to the personal 
conscience of the faithful. 
But eight years after the col- 
lapse of the communist sys- 
tem politics in Poland is still 
much influenced by two 
deeply rooted organisations 
- the church and the old 
power networks inherited by 
the reformed communists. 

The church, headed by . 
Archbishop Jozef Glemp and 
closely monitored from 
Rome by the Pope, is sensi- 
tive to criticism that it inter- 
feres too much in secular 
life. But individual bishops 
make no secret of their 
approval of the AWS. 


With their support Mr 
. Krzaklewskl chose Poland's 
holiest shrine at Czesto- 
' chowa south of Warsaw as 
the venue for his pre-elec- 
..tion rally last Sunday. 
Standing in front of the high 
altar watched by a phalanx 
of bishops outride a church 
which is a monument of the 
counter-reformation, thB 
AWS leader called for sup- 
port from a crowd of over 
50,000 pilgrims bussed in 
from ah over Poland. 

. Mr Kizaklewski urged vot- 
ers to unite behind the AWS 
and not disperse their votes 
this time. Polls show the 
AWS is just behind the rul- 
ing SLD, although much 
depends on how many turn 
oat to vote in a country 
where a low turnout usefully 
favours the better organised 
left 

Mr Walesa, who many 
blame for provoking divi- 
sions in the opposition camp 
during his presidency, has 
remained in the background 
in this year’s campaign. 

The historic leader of the 
original anti-communist Soli- 
darity alliance refused to 
endorse the AWS claim to be 
the sole heir to the Solidar- 
ity tradition and said voters 
should also support the Free- 
dom Union, the liberal free- 
market wing of Solidarity 
led by Mir Leszek Balcerow- 
icz, the architect of Poland’s 
economic recovery. 

The main irony of current 
Polish politics is that there 
are fewer personal and pol- 
icy differences between the 
Freedom Union and the for- 
mer communist SLD than 
between the religious/work- 
erist base of the AWS and 
the lay, pro-business leader- 
ship of the Freedom Union. 

This embaxrasing truth is 
widely recognised but can- 
not be stated. But nobody 
dares yet talk of an “historic 
compromise” between them. 
This is because parties on 
left and right which share 
many ideas about moderni- 
sing Poland and bringing it 
safely into the European 
Union come from opposite 
shores of a great historical 

divide. — — 

The split was deepest 
when martial law was 
imposed in 1981. and the Pol- 
ish army, acting to forestall 
Soviet intervention, jailed 
fellow Poles. 

How Poles vote is still 
largely decided by where 
they or their parents stood, 
at that black moment In 
recent Polish history, not by 
rational calculation. 

. Anthony Robinson, 
Christopher Bobinski 


Top brass may 
shadow UK 
counterparts 


By Alexander NIcoU 
in Warsaw 

Polish generals could 
"shad ow" their British coun- 
terparts under an innovative 
arrangement offered by 
Britain yesterday to help 
Poland meet the military 
standards which are 
required' for it to join Nato.' 

■ Under the offer made by 
George Robertson. UK 
defence secretary, in t alks in 
Warsaw with Stanislaw 
Dobrzanski, Poland’s defiance 
minister, Polish generals and 
other senior officers would 
monitor British officers in 
carrying out their opera- 
tional roles within Nato’s 
fwmmand structure. 

Mr Robertson, the first 
cabinet minis ter to visit cen- 
tral Europe since the UK 
elections, also met President 
Aleksander Kwasniewski 
. and said afterwards Poland 
**is already our biggest trad- 
ing partner, in central. 
Europe and will become one 
of our key allies in Nato. 
UK officials emphasised 
their desire to strengthen 
lcmg-standing bonds between 
the two countries. 

Britain, which assumes 
the presidency of the Euro- 
pean Union for the first half 

Project Dolly seeks backer. 
PPL Therapeutics needs £9 
million to continue research 
into transgenic sheep. 
Successful outcome could 
result in treatment for cystic 
fibrosis and emphysema. 
Return ” of investment not 
‘guaranteed. Patient money 
only. Call Howard on +4* 17 1 
872 6300. M 7/9/87) 


of 1998, is expected to press 
Poland’s case strongly jn dis- 
cussions on EU enlargement 
Mr Robertson described Mr’ 
Kwasniewski as “one of the 
outstanding figures of the 
politics of central Europe 
and a pivotal figure between . 
west and east”. 

In addition to the “shadow 
generals”, Mr Robertson 
offered expanded British 
help for the Polish military 
in English language training 
as well as in techniques of 
mffitmy/civfl cooperation in 
the management of crises 
such as the central Euro- 
pean floods earlier this year. 

Mr Robertson Is especially 
keen to develop nuhtaiy-to- 
military contacts between 
Britain and east European 
countries as part of what he 
calls “disarmament of the i 
mind". He thinks that such 1 
contacts can help considera- 
bly in breaking down 
ingr ained antipathies within 
east European armed forces 
and can help in building 
testing European security. 

Poland yesterday began 
■ faUcfl in Brussels on meeting 
requirements for accession 
to Nato, winch it is due to 
join along with the Czech 
Republic and Hungary in 
199* 
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By John ThomhiU. 
recently in Tallinn 

The Estonian government is 
considering a package of 
measures to suppress domes- 
tic demand and cool down 
Europe's fastest-growing 
economy, which is expand- 
ing at 11 per cent a year. 

The former Soviet republic 
has been attracting increas- 
ingly high capital inflows, 
sparking strong economic 
growth, since pursuing one 
of the most radical reform 
programmes in eastern 
Europe. 

Following regular talks 
with the International Mone- 
tary Fund, the government 
is likely to tighten its fiscal 
stance next year - pushing 
the budget into surplus in 
1998 - and to accelerate fur- 
ther structural economic 
reforms. 

The Bank of Estonia, the 
Baltic state’s central bank, is 
already demanding higher 
capital adequacy ratios and 
stricter provisioning require- 
ments from the country's u 
banks to guard against possi- 
ble credit risks. 

Some economists fear the 
big foreign capital inflows 
into Estonia - equivalent to 
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more than 10 per cent of 
gross domestic product - are 
beginning to fuel a consump- 
tion boom - reflected in a 
widening current account 
deficit 

Last year, the deficit 
amounted to 10.6 per cent of 
GDP and some forecasts sug- 
gest it could widen to 15 per 
cent by the end of 1997. 

Mr Pieter Lohmus. deputy 
governor of the Bank of 


Estonia, said the deficit was 
sustainable because it was 
driven by high investment 
needs and financed by long 
term private capital. Exports 
were also showing strong 
growth suggesting Estonia 
did not suffer from a lack of 
competitiveness, he said. 

But he accepted there was 
a potential risk that foreign 
portfolio investors might 
react to headline figures - 


without understanding their 
underlying causes - and 
withdraw capital. 

“It is better to be on the 
safe side and live with 
slower growth today than 
have big capital outflows 
tomorrow," Mr Lohmus said. 

The Estonian authorities' 
deliberations are compli- 
cated by the operation of a 
currency board, which strips 
the central bank of powers 
to set interest rates and puts 
the onus on the government 
to impose fiscal restraints. 

Mr Hardo Pajula. a former 
economic adviser to the 
prime minister, said the cur- 
rent account deficit showed 
consumers were currently 
living beyond their means. 
Further reforms were needed 
to improve labour mobility 
and restructure government 
spending on health care, 
education, and the country's 
254 municipal authorities. 

“Success creates problems 
of its own and you cannot 
just sit back and allow the 
invisible hand of the market 
to sort it all out," he said, 
adding that the government 
might find it politically diffi- 
cult to cut spending before 
parliamentary elections, due 
in 18 months' time. 


By Guy Dinmore in Belgrade 

Partial results of Bosnia’s 
municipal elections last 
weekend highlight the divi- 
sion of fhe Bosnian Serb ter- 
ritory between supporters of 
Biliana Plavsic, the western- 
backed president, in the 
west and her hardline 
nationalist rivals In the east, 
analysts said yesterday. 

The ruling Serb Demo- 
cratic party (SDS), controlled 
by Radovan Karadzic, the 
former Bosnian Serb presi- 
dent indicted for war crimes, 
lost heavily to pro-Plavsic 
parties in her northwest 
stronghold of Banja Luka. 

Opposition parties sup- 
porting Mrs Plavsic in her 
power struggle also did well 
in other parts of western 
Bosnia but the ultra-nation- 
alist Serb Radical party 
(SRS) made strong gains in 
the east 

The well informed Bel- 
grade-based VIP news 
agency said the nationalist 
leadership based in Pale in 
eastern Bosnia had been 
relieved many Serb voters 
had swung to the anti-Plav- 
sic SRS rather than vote far 
parties of the centre or left. 
The SRS opposes return to 
Serb territory of refugees 
now living in the Moslem- 


Croat federation that makes 
up the other half of Bosnia. 

Serb electoral officials 
announced nwnfflmal results 
of votes cast by Serbs but 
the make up of municipal 
councils will not be known 
until absentee votes by Mos- 
lem and Croat refugees for 
their towns of origin are 
counted. Full results would 
be known on Saturday. 

Robert Frowick. who 
heads the OSCE mission in 
Bosnia, overruled a decision 
by an OSCE subcommission 
to disqualify the SDS from 
the Pale district on the 
grounds that Mr Karadzic 
had influenced its election 
campaign there with mes- 
sages and posters of himself. 

Mr Frowick said he had 
acted out of concern for the 
security of international 
supervisors in the Serb 
entity, including 17 
Americans staying in Pale 
where Mr Karadzic Is 
believed to be living. 

An OSCE spokesman said 
disqualifying the SDS in 
Pale would have undermined 
the internati onal communi- 
ty's ability to implement 
results of the elections, seen 
as a crucial step in reinte- 
grating the divided Croat, 
Moslem and Serb communi- 
ties. 


The AustralAsia Railway Project will be a 
milestone in the history of Australia's trade 
relationships with Asia 

It will, upon completion, literally transfigure 
the region, completing the transport infra- 
structure of northern Australia And one that is 
commercially attractive. 

Competitive too. Because this standard 

t 

gauge railway will deliver transit time savings on 
route to and from Asia. And domestically, it will 
link Australia's fast growing northern region 
with the nation's economic centre. 

Already the link between Tarcoola and Alice 
Springs has been completed. You can partici- 
pate in this historic event, as the railway link 
hf>tw»an Alien Sorinas and 


PUT YOURSELF 




fHE 


BUILD, OWN AND 
OPERATE ONE OF 
THE WORLD’S 


GREAT RAILWAYS. 
JUST FILL IN THE 
DOTTED LINE. 


To find out how you can invest in the 
AustralAsia Railway Project, contact the 
Project Manager on these numbers. A package 
of financial and project information will be sent 
to you immediately. 

The opportunity to build, own and operate 
one of the world's most important transport- 
ation links only comes along once in a lifetime. 
And that opportunity is available to the smart 
investor now. 

The closing date for registration of expres- 
sion of interest is 30 November 1 997. 


TELEPHONE +61 8 8924 7100 
FACSIMILE +61 8 8924 7305 


AustralAsia Railway Corporation, 

1 8-20 Cavenagh Street, GPO Box 2520 
DARWIN NT 0801 . rail@ntgov.au 


V’T. C-.- 
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NEWS: ASIA-PACIFIC 


Tata tea chief held for helping rebels 


By Kunal Bose in Calcutta and 
Mark Nicholson in New Delhi 

The government of Assam, the 
north-east Indian state, has 
stunned the tea industry by arrest- 
ing the genera] manager of Tata 
Tea. the country's biggest tea pro- 
ducer. accusing him of helping 
fund separatist militants. 

The arrest of S.S. Dogra comes a 
week after Assam police claimed to 
have “proof" the company, part of 
the diversified Tata group, was 
funding militants from the United 
Liberation Front of Asom (Ulfa). It 


also comes ami d toughened secu- 
rity in the state after a recent 
upsurge in violence by Ulfa and 
other separatist groups. 

Police In Assam, which produces 
half India's annual 780m kg tea 
crop, said Mr Dogra was arrested 
for "aiding and abetting terrorism 
and assisting persons In waging 
war against the state". The arrest 
follows the interrogation of several 
senior executives of Tata Tea. 
including R.K. Krishna Kumar, 
managing director and SJM. Kid- 
wai, executive director. 

Tata Tea has denied the charges 


- which prompted Ratan Tata, 
head of the Tata group, to make 
personal appeals this week to both 
LK. GujraL the prime minister, and 
Assam's chief minister. Prafula 
Kumar Mabant^ 

However, Assam police said they 
also want to question Brojen 
Gogoi. another Tata Tea official. 
Police say both men arranged the 
medical treatment of Pranati Deka, 
a cultural secretary of UTfa's politi- 
cal wing. In Bombay, and claim the 
company knew of her affiliation 
with the militants. 

Tata maintains that “in spite of 


immense pressure", it has not 
made any payments to Ulfa. The 
company said it would deal 
“sternly" with anyone having links 
with the mi litants. 

Ulfa has waged a violent separat- 
ist campaign in Assam since 1979 
for its own homeland. Police rfnini 
Ulfa attacks have killed 100 people 
already this year. 

Tata Tea is not alone in the dock. 
Assam police and government offi- 
cials said this week they had found 
evidence' that other leading tea 
groups, including Williamson 
Magor, had been helping ulfa and 


the National Democratic Front of 
Bodoland CNDFB). a separate tribal 
separatist group, which recently 
intensified a violent campaign to 
clear Bodo tribal territories in 
northern Assam of other ethnic 
groups. 

In spite of the arrest, tea indus- 
try officials say the Assam govern- 
ment is aware that the writ of Ulfe. 
and NDFB effectively runs over 
most of the state's remote tea gar- 
dens and that neither the state's 
police nor the army has 

been able to provide fidl security to 
the garden managers- 


Jakarta vows to cut spending 


By Sander Thoenes 
in Jakarta 

Indonesia's finance minister 
yesterday pledged to cut 
spending and delay big inha- 
structure projects, to soften 
the impact of devaluation cm 
the country's current 
account and foreign debt 

Mar’ie Muhammad told 
parliament the government 
would delay Rp38.902bn 
f$i3.3bn) worth of infrastruc- 
ture projects. Including 
power plants and toll roads. 
Indonesia would review 
another Rp62,690bn worth of 
projects, notably those need- 
ing imparts and foreign 
loans. 

Mr M uhamma d said the 
government would delay 
construction of 14 power 
plants and review nine more 


to help limit borrowing and 
reduce the current account 
deficit to 3 per cent of gross 
domestic product. Two oil 
refineries, 29 toll roads and 
one bridge Unking the 
islands of Java and Madura 
would also be delayed- He 
added that a tower in Jak- 
arta and a plan to link Mal- 
aysia to the island of Suma- 
tra, designed to be the 
world's longest bridge, could 
also be delayed. 

The finance minister 
warned that without cutting 
spending. Indonesia could 
run a Rp9J200bn budget defi- 
cit in 1997-98, due to falling 
tax revenues, rising fuel sub- 
sidies and higher debt pay- 
ments. He pledged to axe 
Rp3,280bn in development 
programmes but ruled out 
reductions in welfare. 


Indonesia is committed to 
a balanced budget but has 
run a surplus in recent 
years. Much of the delayed 
infrastructure projects are 
financed by extra-budgetary 
funds and state companies. 

Yesterday's announcement 
provided the first details of a 
government action plan for 
cost cutting and banking 
reforms that was announced 
two weeks ago and helped 
revive the Jakarta Stock 
Exchange. But the main 
stock market Index dipped 
on the news. 

Brokers said they were 
more worried at the 
short-term effect of high 
interest rates than with 
long-term implications of 
cost-cutting. “Doing too 
much at once will not help 
the market at all, not when 


investors are quite sceptical 
and short of money." said 
David Chang, director for 
research at Trimegah Securi- 
ties. “We are still very tight 
right now." Most of the del- 
ayed projects were long-term 
to begin with, he added. 

“We expected a more 
detailed statement on the 
currency and monetary pol- 
icy," one western broker 
added. “We were looking for 
active signs of relaxation." 

Interest rates have come 
down slowly to around 20 
per cent but are still more 
than double the rates of 
three months ago. Razil 
Ramil, a prominent econo- 
mist. warned that some lead- 
ing companies might Dot 
survive the liquidity crunch 
unless rates came down 
more rapidly. 


Mahathir warns against ‘rogues’ 


By James Kynge 
in Kuala Lumpur 

Mahathir Mohamad, Malaysia's prime 
minister, appealed to foreigners yes- 
terday to invest in the “multimedia 
super corridor" (MSC), an ambitions 
scheme aimed at making the country a 
high-technology hub. But he warned 
that authorities would stop "rogues" 
and “crooks" from entering the coun- 
try. 

“There are foreigners, and foreign- 
ers. Some of them are lovely and beau- 
tiful. Others are horribly ugly. Some 
are rogues, some are geniuses, some 


are really friendly people," Dr 
Mahathir said. 

“I am not against foreigners, but I 
am against rogues, wherever they 
come from, even within this country. 
If they are rogues, we will take action 
against them. We- will stop them from 
coming here. We'll give them no visa. 

"We do not want crooks who make 
miiHntm of dollars by making Malay- 
sians 20 per cent poorer,” be said, 
referring to a rough 20 per cent 
decline recently in the value of the 
Malaysian ringgit, which Dr Mahathir 
blames on foreign speculators. 

He was speaking at the second 


animal conference to promote the 
MSC, an envisaged 750 sq km zone 
near Kuala Lumpur where, it is hoped, 
many of the world’s leading informa- 
tion technology companies will invest. 
Dr Mahathir 's attitude to foreigners 
has come under scrutiny of late. 
mainly because of his denunciations of 
foreign fund managers, currency spec- 
ulators and the foreign media. 

Potential foreign investors in the 
MSC yesterday voiced some concerns 
over Dr Mahathir's anti-foreign out- 
bursts but said they were more per- 
turbed by Malaysia's slowing econ- 
omy. 


CONTRACTS & TENDERS 


|c 


Privatisation Commission 
Government of Pakistan 


REQUIRES 


A FINANCIAL ADVISOR FOR 
THE PRIVATISATION OF 



UNITED BANK LIMITED (UBL) 


The Government of 
Pakistan intends to sell 
a strategic stake in 

United Bank Limited 
(UBL) with 

management rights to a 
strategic investor. 

A Financial Advisor is to 
be appointed to assist 
the Government of 
Pakistan in this process. 
The Financial Advisor 
will be responsible for 
ali activities leading to 
the sale of strategic 
stake and transfer of 
management control to 
a strategic investor. 

Amongst others, the 
responsibilities of 
Financial Advisor will 
include a detailed 
review of present 
operations of UBL, 


financial valuations, 
structuring and the 
marketing of the 
proposed sale and 
undertaking appropriate 
post sale activities to 
address and close aii 
legal and commercial 
issues of the 
transaction. 

Expression of Interest 
are invited from reputed 
Investment banks, 
management 
consultants and 
business houses & 
groups offering financial 
advisory services. 
Application should 
include a brief profile of 
the Institutes/Group and 
a bank draft favouring 
“Privatisation 
Commission. 
Government of 


Pakistan” of Pak Rs. 
100.000/- for its 
equivalent US $) on 
account of non 
refundable Processing 
Fee. Detailed Terms of 
Reference for the 
assignment will be 
provided to the parties 
submitting their 
Expression of Interest. 
For further information, 
please contact: 
Shahbaz Jameel, 
Project Manager, at 
(9251) 9201955. 

Proposal duly marked 
"Financial Advisory 
Services for UBL” 
should reach the 
Privatisation 
Commission at the 
following address latest 
by 3:00 p.m. (PST) on 
7th October, 1997. 


Ahmad Waqar, 

Joint Secretary 

Privatisation Commission, Government of Pakistan, 
5-A, Constitution Avenue, Islamabad. 

Phone: (9251) 9203881/9205146 Fax: (9251) 9203076 



Benazir Bhutto arriving in Karachi on Monday night 


Bhutto: ‘I am 
not a criminal’ 


By Fartwm Bokharl 
in Karachi 

Benazir Bhutto, the 
Pakistani opposition leader, 
yesterday hit hack at corrup- 
tion allegations which this 
week led to Swiss authorities 
freezing four bank accounts 
belonging to Ms Bhutto, her 
husband and her mother. 

While accepting that she 
and other family members 
may have kept accounts 
overseas, Ms Bhutto said 
there was nothing to prove 
the money was earned ille- 
gally while she was prime 
minis ter. In an interview she 
said defiantly; “I don’t know 
what lies they [prime minis- 
ter Nawaz Sharif s adminis- 
tration] have told” to obtain 
the order. “I am no saint but 
I have done nothing crimi- 
nal." 

The Swiss announcement 
was a response to the 
increasingly controversial 
anti-corruption campaign 
launched by Mr ShariTs gov- 
ernment It came almost 10 
months after Ms Bhutto’s 
government was sacked on - 
charges of widespread cor- . 
ruption. Most of the claims 
that eventually led Farooq 
Leghari, president and for-.’ 
mer confidant of the Bhui-: 
tos, to dismiss the .govern- . 
ment. are still unproven. 

But Pakistan's political 
analysts were yesterday 
quick to point out that in; 
spite of this week’s develop- 1 
ments. the success of the 
clean-up effort rests largely . 


on Mr Sharif’s ability to 
make It look non-partisan. 
Some said the dean-up effort 
would be the most vital test 
case for the government’s 
credibility. 

In recent months, critics 
have demanded that the 
financial affairs of senior 
politicians, including those 
loyal to Mr Sharif’s ruling 
Pakistan Moslem League 
who have acquired immense 
wealth in the past few years, 
must be probed. 

frhari RaJah mWin, a Kara- 
chi-based political analyst, 
said the Swiss order was “a 
coup for Nawaz Sharif in the 
immediate fa tore, bat its 
success depends on his abil- 
ity to be seen carrying on a 
genuine clean-up". 

Ms Bhutto criticised Pakis- 
tan's policy on foreign 
. exchange accounts, which 
allows any amount to be 
‘. deposited at local b anka 
r without requiring depositors 
- to disclose the source of the 
funds. The policy, intro- 
duced by Mr Sharif five 
years ago, has been critic- 
ised. as allowing illegally 
; earned money a safe haven. 
“If I had to put money some- 
where. safe why wouldn't I 
; have kept if here in Pakis- 
tan?" she asked. . 

Ms Bhutto, who yesterday 
vowed to fight the corrup- 
tion allegations, ruled out an 
immediate public protest, 
saying such a campaign 
could be launched only with 
the support of other political 
parties. 


NEWS DIGEST 


Beijing firm 
on Tiananmen 

China has no intention of reversing an 

iassssaESSS 1 - 

xhm Vane, Justice minister, said yestemay. ne 


in 


robeHUm, Sao Yang, justte tm***^*-™^- 
of 1S89. tho, ensuring 

and around Tiananm en Square when the armyS^aon 
protestera m the eariy houre of Jaw 4 Bep^^stified 
ife action by saying it was puttog down a rebeffion 

threatened the security of the state, bid m^iyChinese 

believe the authorities over-reacted to the largely 

student-led demonstrations. 

Zhao fflyang, a disgraced fanner paxtyboss. to 
reported on Monday to have written a letter to Chinas 
leadership asking fora reversal of the 
Discussion about the Tiananmen massacre is mgniy 
sensitive because a risks re-openlng old 
Premier Li Peng, who ranks number two mthe hierarchy, 
was one of those responsible for sending roe „ 
troops. row Walker. Befrng 

m forest fires 


Suharto apologises for smoke 

Indonesia's President Suharto yesterday made s rare 
apology to the country's neighbours for the uncontrolled 
forest fins which have caused severe pollution a cross 
Malaysia and Singapore. His concession that the fires are 
causing diplomatic problems came as Indon esia w a s 
forced to move a regional environ ment mini sters meeting 
from a Hiafemt resort location to Jakarta because of the 
blazes. 

The meeting of ministers from the Association of 
South-East Asian Nations is expected to see Indonesia 
come under pressure from Malaysia, Singapore and 
possibly Brunei to establish a regional framework to deal 
with the uncontrolled fires an the islands of K alim a n tan 
and Sumatra. The Star newspaper in Malaysia reported 
that Malaysia 's prime minis ter. Mahathir Mohamad, had 
written to Mr Suharto expressing concern about the fires, 
which have prompted calls for the declaration of special 
hoBdays in Malaysia- Greg Earl, Jakarta 

INTEREST RATES HIGH 


Philippine deficit declines 

3he Philippine trade deficit declined to $6.7bn in the first 
seven months, down from $7-lbn a year ago, according to 
government figures. Economists warned, however, that 
high interest rates in the wake of the peso collapse 
threatened the four-month trend of a narrowing trade 
deficit. Prime lending rates have remained as high as 18 
to 27 per cent, even after the central bank loosened its 
squeeze an liquidity, which bad been intended to shore up 
further weakness in the currency. 

Imports grew 11 per cent to $205ba outpaced by 
exports which were Up 21 per cent to $13.8bn. The figures 
also reinforced, concerns that a narrowing trade deficit 
based on lower i mports signalled lower domestic demand 
and an economic slowdown. The government has said it 
will be downgrading its frill-year growth forecast from 7 
to 8 per cent, following the turmoil an financial markets 
in. southeast Aria. Justin Marozzi, Manila 

ROYALIST SPLIT 


Cambodia reshuffle rejected 

Cambodfo's National Assembly yesterday rejected a . 
cabinet reshuffle proposed by the second prime minister. 
Ho& Sat to a move that analysts said reflected divisions 
within the royalist Ftmcbapec party since its leader, ‘ 
Prince JNorodam Ranariddh; first' prime. minister, was 
ousted in a Hun Sen-led coup in July. 

The resbnffle would have named six new ministers and 
seven secretaries of state left vacant by royalist party 
members who fled Cambodia with Prince Ranariddh after 
the coup. Those positions were to have been filled by 
royalist .dissidents who have demonstrated loyality to 
Hun Sen and his handpicked replacement for Prince' 
Ranariddh, ling Huot 

“Tins shows Cambodian parliament is democratic and 
sovereign without any intimidation," Sun Sen told - 
reporters outside the National Assembly after the vote.' 
“This Is.what democracy is all about” But analysts said 
that there are growing divisions within those Funcinpec 
party memb ers who remain in Cambodia, particularly as . 
the party attempts to regroup and choose a new leader 
ahead of national elections. scheduled. for next 
May. Ted Bardacke, Bangkok 


Faster track to democracy 


tests nerve 




C hina's leaders are 
speeding reforms of 
an on wieldly state 
sector, risking unrest among 
legions of laid-off workers, 
but they are faiWrig an even 
bigger gamble - with the 
future of the Communist 
party itself. 

Jiang Zemin, party boss, 
indicated in his address to 
the opening of the Commu- 
nist congress last Friday 
that he understood the dan- 
gas to the party of further 
dismantling a Stalinist-era 
system. But the leadership 
has little choice. 

The regime either acceler- 
ates reform and completes 
the transformation to a mar- 
ket-based system, or risks 
following its counterparts in 
the fonner Soviet Union and 
eastern Europe into the dust- 
bin of history. It might slow 
the tide, but it cannot hold it 
back. 

Wang Shan, author of Hut 
Third Eye, a sceptical look at 
China’s reforms, warns that 
dilution of state control of 
industry threatens one ride 
of a triangle of party sup- 
port, namely the industrial 
proletariat: other elements 
are a management cadre and 
the party itself. 

“Once state enterprises 
turn Into shareholding enter- 
prises, they will cease to be 
the ^iain pillars of the Com- 
munist party." Mr Wang 
says. "Industrial workers 
who used to rely completely 
on the state will be thrown 
Into the marketplace. The 


symbiotic relationship 
between the state and indus- 
trial workers will be cut off." 

That process is already 
under way. Following the 
party congress, however,, it 
is set to gather momentum 
which is certain to place 
strains on the system. Chi- 
na’s leaders are in for a 
rocky ride, but have been 
attempting to p r epare the 
party and its 5&n members - 
the world's largest mass 
political organisation - for 
the new era. 

They have played down 
ideology, tried to shed an 
image of corruptibility, pro- 
moted modern management 
techniques and recruited the 
young and better educated. 
The party, they tell sceptics, 
is enjoying something of a 
grassroots rev i val in China. 

People's Daily, the party 
mouthpiece, reports that 
over the past five years num- 
bers have grown, by fl-6S£m 
people or 20.7 per cent, a 
further 14.8m are awaiting 
admission. 

But the fact that the 
tightly controlled nmrffe has 
made such a fanfare of the 
rising membership offers an 
tasigfa t into one of the par- 
ty’s chief preoccupations: its 
waning popularity. . 

By and large yotmg people 
are indifferent: “Young 
people are interested in the 
economy and economic suc- 
cess. I don't think people 
hate the party or its mem- 
bers. they just have no inter- 
est in iL Making money is 


what matters and. .party 
membership has nothing to 
do with that," is a typical 
view and one expressed, in 
Shanghai by a longstanding 
member. 

On the other hand, the 
party remains an effective 
avenue for advancement for 
Chinese interested in a pub- 
lic service career, either in 
the bureaucracy or in state- 
run Industry- 

Cui Zhlcheng. president erf 
the students’ union at presti- 
gious Fudan University in 
Shang h a i, joined the party in ’ 
1994. For him, party mem- 
bership is an expression . of 
natio nal pride and civic 
doty:. "China, has developed 
only under the leadership of 
the Communist party. Being 
a member is a chawm to 
serve the people," he says. 
Asked if he believes in Com- 
munism, he says: “Of 
course.” But what that 
means ideologically, he says, 
is very, different from what it 
meant a generation ago. 

T hemassacre of pro-de- ; 
mocracy demonstra- ' 
tors in Tiananmen 
Square in June lS89, wbich 
further alienated support, 
spurred efforts .to' draw 
more, particularly young, 
people Into the fold. 

In China’s largest city. 
Shanghai, where 9 per cent 
of the population are party 
members compared with a 
national average of just 
undo: 5 per cent, the party 
has made a point of admit- 


ting a high ratio of young 
adults. ..... 

But ironically for the party 
which has shed its doctri- 
naire Communist past a™* is 
embracing the ; free, market, 
tiie leadership’s main con- 
cern is. not antipathy,' but 
■ ambivalence, ! especially 
among a new buriness class 
which is fast becoming the 
. most potent force in society. 

Active participation in the 
party is increasingly irrele- 
vant to people in private 
b usi n es s. • 

Corruption continues to 
tamisVthe .party’s reputa- 
tion. 'Mr Jiang has sought to 
make ' an anti-corruption 
campaign a hallmark of his 
leadership. • 

On the-' eve of the Con- 
gress, the party expelled 
Chen Xitong, former party 
secretary far Beijing and 
highest ranking official to be 
stripped; of membership in 
many years. 

But such examples will 
B 0 tof themselves save the 
testae in the «nd_ ftg gur- 
.^yal will depend on an abil- 
ity, to manage the economy 
effectively, put its own 
house in order and allow a 
process erf genuine damocrat- 
isatfoo. 

China’s - leaders have 
entered a risky phase, and 
one . which will ba a test of 
nerve. 

Editorial comment. Page IS 

James Harding 
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^rftywciwkjin • 
Wellington and John 
L^batn In Now York 

US industrial output surged 
last month - agaifrst a 1 »ck- 
ground of very weak infl a> 
tionary pressures, which 
damped ■ expectation* of 
an early interest rate 
rise. - 

AcconUng'to figures pub- 
lished yesterday, industrial 
production- climbed 0.7 par 
cent" in August, compared 
with the previous month. 
The July rise was revised 
upwards from 0-2 per cent to 
0.4 per cent 

Compared with August 
1996, Industrial- production 
increased 4.7 per cent last 

month. 

While the jump in 
output was even higher than 
the market anticipated, price 
rises in August were unex- 
pectedly small, at 0.2 per 
cent, the ' same month -on- 
month rate as July. 

Wall Sheet rallied yester- 
day morning, as the positive 
consumer' inflation news 


in 


NEWS: THE AMERICAS 


White House may propose increasing cigarette pack prices by $1.50 

Clinton set to urge big tobacco penalties 


-sent bond- prices soaring in 
morning hading. By ‘midday, 
the Dow Jones Industrial 
Average had. risen 66.22 
points pr 0jj4 per cent to 
7 , 786 . 86 . 1 ; 

-* -The modest Tpftan^p flg- 
tires reported by the Bureau 
of Xabcor Statistics reflected 
declines in the oust' of cloth- 
ing and' air fazes which off. 

- set an unusually steep rise 
of 2.7 per; cent in . energy ; 
. costs, mainly petroL • • 

However, analysts said 
they were struck by the con- 
tundng patxcfty of tmderly-^ 
ing inflationary pressures. 

“Even though there are 1 
some special factors, the stri- 
king thing is that weak infla- - 
tion is a broad-based phe- { 
oomenon,” said Richard 
Berner, ah economist at 
the Mellon Bank in Pitts- 
burgh, 

Combined ■ with tbe 
“extraordinarily ebullient'’ 
output figures, yesterday's 
data confirmed the rosy pic- 
ture of strong growth, low 
inflation and low unemploy- 
ment, he added. 
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HAZY OUTLOOK; Newt Gingrich sees little chance of 
congressional action on the tobacco settlement this year 


By Mark Suzman in 
Washington and Richard 
Tomkins In New York 

After an intensive, 
three-month review by a 
White House task force. 
President Bill Clinton gives 
his long-awaited verdict on 
tbe proposed $368.5bn 
national tobacco deal today. 
It is not expected to be posi- 
tive. 

While broadly endorsing 
the principle of a negotiated 
settlement between the 
industry and states, the 
White House confirmed yes- 
terday that Mr Clinton was 
likely to can for much stiEfer 
financial penalties - increas- 
ing the price rise per pack to 
as much as $1.50 from the 
current estimate of about 62 
cents — if tobacco companies 
failed to meet targets in 
reducing under-age smoking. 

Although he is unlikely to 
give any detailed prescrip- 
tion on how to make the set- 
tlement palatable, the presi- 
dent is also expected to 
suggest that the details be 
substantially reworked in 
other areas, particularly 
restrictions on tbe right of 
the Food and Drug Adminis- 
tration to regulate nicotine. 

That will be a blow for the 


industry, which had hoped 
that strong advocacy from 
Mr Clinton might counteract 
negative congressional senti- 
ment But it will not come as 
a surprise. 

The atmosphere of keen 
anticipation that greeted the 
initial announcement of the 
deal last June has long since 
been fouled by a smoky haze 
of charge counter-charge 
about its likely impact As a 
result although the tobacco 
companies have been trying 
to present the settlement as 
a non-negotiable, once -only 
opportunity, Capitol Hill has 
become increasingly suspi- 
cious about it 

In a tai> gjhig sign of two 
changed sentiment, last 
week the Senate voted over- 
whelmingly to repeal a 
$50bn tax credit for the 
tobacco industry that bad 
been inserted into the bal- 
anced budget bill in July. 
The House is shortly expec- 
ted to do the same. Mean- 
while, both Trent Lott, Sen- 
ate majority leader, and 
Newt Gingrich, House 
speaker, have said they see 
little chance of congressional 
action on settlement this 
year. 

“There’s some thing that 
just doesn’t smell right when 


you look at it,” says Tom 
Harkin, Democratic senator 
from Iowa. “If it’s a good 
deal today it'll be a good 
deal tomorrow. I see no rea- 
son to rush to judgment on 
this." 


Suggested deal 
has alarmed 
Capitol Hill 

One problem with any 
delay, however, is that 1998 
is a congressional election 
year. Congress may be reluc- 
tant therefore to approve 
any deal that could benefit 
tobacco share prices as pub- 
lic suspicion of the industry 
increases. 

Another potential obstacle 
is that several tobacco-re- 
lated court cases are sched- 
uled to go to trial shortly 
and any verdict one way or 
the other could upset the 
delicate balance that led 
both sides to agree to the 
deal in the first place. 

But although the tobacco 
industry recently negotiated 
two out-of-court settlements 
with Mississippi and Florida, 
tbe attraction of gaining 


immunity from all future 
state and class action law- 
suits is a goal they, and their 
investors, still see as worth 
pursuing. 

And even public health 
advocates who oppose the 
existing settlement acknowl- 
edge that a suitably revised 
deal could provide them 
with benefits - such as 
restrictions on tobacco 
advertising and funds for 
new anti- gwiniring ca m p ai g ns 
- that court settlements 
would not 

According to Gary Black, 
an analyst at Sanford C. 
Bernstein, part of the reason 
the companies have stayed 
largely silent so for is that 
they hope to regain the ini- 
tiative in the negotiating 
process by letting that mes- 
sage seep deeper into the 
public and political con- 
sciousness. 

“They want to walk away 
a bit and say; 7f you don’t 
want the deal that’s fine,’" 
be says. "But you are not 
going to get the Marlboro 
Man signs coming down, you 
are not going to get tobacco 
sponsorships going away, 
yon are not going to get the 
FDA regulation and you are 
certainly not going to get 
$4D0bn" 



Cuba tells ‘thriller’ terror plot Mitsubishi faces sex charges 

Bombings against tourists blamed on gangster hired by exiles By Richard Waters According to the court The federal agency con- arranged by Mitsubishi man- 

in New York papers, women who worked tended there was a pattern agers at local motels in Ittin- 

By Pascal Fletcher the single victim claimed to squad he showed neither repeating earlier Cuban gov- at the plant were regularly of behaviour that warranted ois. Sexually explicit photo- 

in Havana date, a 32-year-old Italian nervousness nor remorse. eminent allegations that a Sexual harassment at subjected to sexually explicit treating the matter as a sin- graphs were circulated at 

businessman who died on For most of the TV pro- leading Cuban exile group, Mitsubishi's US car plant verbal abuse, and were told gle case. the plant afterwards. 

A lone, highly trained September 4. gramme, a Cuban counter- the Miami-based Cuban involved as many as 400 men they should be “home cook- According to the EEOC “Victim after victim 

Central American terrorist - . On Monday night Cuban intelligence officer. Colonel American National Founds- and was “known to and sup- ing for their husbands" and papers, new employees at reports a work place satu- 

a member of a ruthless car- television presented what Adelberto Rabeiro, presented tion (CANF), was behind the ported by management” over that "women should be at the plant were given rated with sexuality, most of 

tel of drug traffickers and Cuba Bays is the main cul- an overwhelming disp l a y of bombings in Cuba. The a number of years, according home pre gnan t”. "instruction on Japanese it demeaning to women. Sex- 

mercenaries. financed by a prit of the attacks, a young technical and verbal evi- CANF has categorically to charges filed against the Women who complained culture and were told, ual graffiti was placed on the 

powerful Cuban mrflp group ' Salvadorean called Raul donca against Mr Cruz Leon, denied *Ma. Japanese company. were often threatened: “One among other things, that cars as they came down the 

- travels to Cuba and plants Ernesto Cruz Leon who trav- This included sophist!- Colonel Rabeiro said Cuba The claims are contained frequent harasser said, in Japanese businessmen line,” according to the 

six bombs in tourist hotels . ailed to Cuba as a tourist in cated electronic bomb-mak- had irrefutable evidence to in 160 pages of allegations front of group leaders who believed that women should EEOC. "The men's bath- 

and a restaurant, one -of July and September. ing gadgetry that would prove the CANF’s involve- filed with the US district did nothing, that he would not work in factories”. rooms were virtually 

which Jolla an. Italian visitor. - Fresh-faced, clean- sha ven have made James Bond envi- ment, but ?ddpd this could court in Peoria. Illinois, by force one woman to have sex Male American managers papered with sexual graffiti. 

This might seem like a and • casually dressed, the ous - for example, an Inge- ■ not be revealed “because it’s the Equal Employment with him before he killed who visited Japan were incl uding insulting pictures 

plot from a thriller. But this * accused man , paintad as a nious mini-calculator alleg- not convenient to let the Opportunities Commission her.” taken “to ‘audience partid- and names and ’phone mun- 
is the version un vafled by cold-hearted jHi)«r by bis edly used by Mir Cruz l^nn enemy know what we know Tbe agency started legal The EEOC filed its latest pa tion’ bars where custom- bers of individual female 

Cuba so for to explain par- Cuban accusers, coolly and ■ to set detonator timers elec- and bow we know It”. action against Mitsubishi in documents on Monday to try ers’ sex acts with prostitutes employees.” 

1-iall y a spate of bomb matter-af-factly confessed to tranically. 1 Observers were left with April 1996, but its latest fil- to block a motion brought by were part of the entertain- In a statement, Mitsubishi 

attacks that have hit targets planting six bombs. The aim The only thing Mr Crnz the Impression that more ing provides the first details the Japanese company, ment,” and boasted about said it was reviewing the 

in the Cuban tourism indus- - was to "create panic pmimg Leon did not say an TV was chapters of this mysterious of the wiingaHnna by more which is seeking to have their experiences back at tbe documents and would tackle 

try maw fha i«k» fain -mnnthg tourists''; he said. For a man who he was working for. Col bombings saga re maine d to than 50 women at the plant individual allegations heard plant, the brief contends, any matters that it had not 

The bombs are. real, as is facing - a/ possible firing Rabeiro filled in this detail, be told. in Normal, Illinois. separately. Parties with strippers were already dealt with. 




WEDNESDAY 


SEPTEMBER 17 1597 


INTERNATIONAL 



Mandela softpedals 
on economic policy 


By Roger Matthews 
nn Johannesburg 

President Nelson Mandela 
gave in to pressure from 
trade union allies yesterday 
and conceded the South Afri- 
can government had been 
mistaken in insisting the 
main planks of economic pol- 
icy were "non-negotiable". 

"Like any policy it is not 
cast in stone,” Mr Mandela 
told 2«3QQ cheering delegates 
at the opening session of the 
Congress of South African 
Trade Unions (Cosatu) 
annual conference in Johan- 
nesburg. He was responding 
to a forthright attack on eco- 
nomic policy by John Gom- 
omo, president of Cosatu, 
who described it as "a mon- 
ster”. 

Mr Gomomo said while 
aspects of the policy 
appeared progressive "these 
were overahadowed by con- 
servative elements aimed at 
appeasing local and interna- 
tional capital 1 *. He said it 
meant cuts in social spend- 
ing, “and. If left unchal- 
lenged. can only mean more 
poverty and an. increase in 
the gap between rich and 
poor. It is my belief this con- 
ference should reject this 
strategy and its philosophy”. 


Trevor Manuel, minister of 
finance, introduced the pol- 
icy in June last year when 
the rand was under intense 
pressure. Its emphasis on fis- 
cal discipline, a progressive 
reduction in the budget defi- 
cit. removal of exchange con- 
trols, and tight monetary 
targets was generally well 
received by the markets, 
which were also impressed 
by the minister 's insistence 
that its main terms was 
“non-negotiable". 

But Mr Mandela, wearing 
a red trade union T-shirt and 
cap, said yesterday it had 
been a mistake to rush the 
policy through without 
proper consultation with 
members of the ruling Afri- 
can National Congress, or 
with its two main allies. Cos- 
atu and the South African 
Communist Party (SACP). 
“We ignored those who put 
us in power, and there is 
no thin g more dangerous 
than fo rge tti ng our commit- 
ments. The danger far libera- 
tion movements is when 
they stop listening.” be said. 
But Mr Mandela reminded 
delegates that economic pol- 
icy was the collective 
responsibility of cabinet and 
he folly supported Mr Man- 
uel. whom he described as 


“one of the most brilliant 
young men South Africa has 
produced". 

A senior Cosatu official 
said later he ms delighted 
with Mr Mandela's speech 
which represented an impor- 
tant concession on economic 
policy, and reflected, private 
agreements reached at a 
summit between the ANC, 
Cosatu. and the SACP, two 
weeks ago. “The general 
election is less than is 
months away and it is obvi- 
ous from this conference 
that Mr Mandela and the 
ANC know where the troops 
on the ground will have to 
come from," he said. 

Tension within the tripar- 
tite alliance has been grow- 
ing for months, prompting 
speculation it could lead to a 
split between ANC moder- 
ates and the more radical 
unionists and communists. 
But Mr Mandela emphasised 
yesterday that the three 
organisations shared the 
common goal of transform- 
ing society and must be will- 
ing to co mp r omise 

Citing one example, he 
congratulated Tito Mboweni, 
minister of labour, and 
unions on reaching agree- 
ment on legislation to 
improve basic conditions of 



M a n dela, sporting a Cosatu T-shirt and baseball cap, takes 
a conciliatory line at the Cosatu conference yesterday 


emp loym e nt. It was an excel- 
lent compromise, he said to 
gasps of astonishment from 
d el e g ate s . Hours earlier, Ccs- 
afu denied there was an 
agreement, and employers 


vigorously attacked the leg- 
islation arguing that its pro- 
visions, including moves 
towards a 40-hour working 
week, would increase, costs 
«nd reduce labour flexibility. 


US wins more time for landmines pact 


By Tim Burt in Oslo 

US attempts to win 
exemptions to a global ban 
on anti-personnel landmines 
were boosted yesterday 
when it was given an extra 
24 hours to seek a compro- 
mise treaty at the Oak) diplo- 
matic conference on land 

miring 

The Washington delega- 
tion, which Is seeking a 
nine-year delay in any ban 
taking effect and exemptions 
for its latest anti- tank- weap- 
ons, told the conference it 
needed time to discuss its 
proposals with representa- 
tives from about 100 coun- 
tries gathered in the Norwe- 
gian capital. 

Eric Newsom, head of the 
US team in Oslo, added: 


"The US government has 
agreed at the highest levels 
to explore a compromise 
with other governments.” 

The move was criticised 
by delegates from several 
countries, who warned there 
could be no exemptions to 
the draft treaty of the Ott- 
awa Process, which demands 
a ban on the use. production, 
export and stockpiling of 
anti-personnel mines. 

Bjorn Tore Godal, Norwe- 
gian minister of foreign 
affairs, said: "We are not 
willing to compromise on 
the substance of the treaty - 
there must be a total ban 
without reservations or 
exemptions." 

Intense diplomatic discus- 
sions were under way yester- 
day, initiated partly by the 


nanartipn government, to try 
to accommodate US misgiv- 
ings over a total han. 

Canada, sponsor of the 
Ottawa Process, is thought 
to fear that other countries 
such as Russia and China 
would not join the drive 
against landmines if the US 
to sign. the treaty. 

Anti- mine campaigners, 
however, yesterday accused 
Canada and other "core 
group” countries of caving, 
in to US pressure for a 
watered down treaty. 

The International Commit- 
tee of the Red (boss said it 
was appalled by the move, 
while the International Cam- 
paign to Ban Landmines 
warned that accepting the 
US proposals "would be a 
blow to the treaty and would 


create a giant loophole". 

Their chief concern was 
over the proposed deferral 
period sought by the US, 
which could extend the 10- 
year daariiinfl for clearing 
existing minefield to almost 
20 years. Each year 25,000 
people are killed or maimed 
by the weapons. 

In order to change the 
draft treaty on a global han, 
the US would have to win 
supp or t from two thirds of 
the delegates. 

Some delegates, however, 
said Washington hoped to 
get round that requirement 
by proposing an annexe to 
the main treaty, which 
would include an amend- 
ment allowing a delay by 
some signatories. 

Countries wishing to sign 


up to the global ben could 
either 'the ggfetfwg 

treaty,' which requires rapid 
compliance- with the ban, dr 
take advantage of the US- 
proposed deferral to the 
treaty corning effect. : - 

It was unclear yesterday 
whether .. the US Would 
extract the necessary conces- 
sions to enable It to sigh up 
to the treaty. 

Some non-governmehtal 
organisations, led hyfiie Red 
Cross, said they would reluc- 
tantly support such a 
revised treaty if there ware 
no alternative. Bat they 
warned that such a deferral 
on the use of iwiwflriwiiMte 
weapons was without prece- 
dent, and set a dangerous 
trend for future disarma- 
ment negotiations. 


cash urged for 
World Bank risk unit 



dy Robert Chote, Ec onomics 
Editor, in Hong Kong ■ 

YHvate sector financial 
institutions yesterday urged 
file- World Bank's sharebctld-’ 
etf to pump, more money 
into tiie Multilateral breast 
n£nt Guarantee. Agency 
its pdliticd risk 
insurance arm. 1 ..^ ; 

iflga- provides insurance 
lot projects in developing, 
countries covering- risks 
scric&'afi expropriation, war 
jrnfl crvfl distur b ance vrtiidi 
is unavailable in the private 
market. 

i The Washington-based 
Institute : for International 
Flxjance (Iff), the global 
mwyirfaHfm of financial insti- 
tutions, argued that support- 
ing Miga would make . the 

best; available .use of part of 

the ^Bank’s surplus income. 

’• “Bespite Sfiga’s relatively 

recent establishment and 

grtarfn market ijwwmvi 

for fak investment insurance 
is- substantial." the insti- 
tuted working group on risk 
mitigation argued in a 
r epor t. "Increasing Miga's 
resources soon is essential to 


extend its operations Jnto 
countries and sector s ^wn ere 
the development benefits are 
relatively large." 

The Banks 'board basso 
far failed to agree how best 
to provide Miga- with more 

finance. The agency has 
argued for a doubling « ® 
$lbn capital base, but lead- 
ing shareholders disagree 
how much should come from 
the Bank's net income, and 
. how much from fresh paid-m 
capital and callable capital 
shareholders want a 
f flpnm contribution from the 
Bank’s net Income - the 
profit it makes oh its lending 
operations - over two years, 
while others favour a $300m 
injection from shareholders 
themselves. One possible 

.outcome would be to split 

the difference, taking $i50m 
.from net income and $l50m 
from paid-in capital, with 
the remainder pledged as 
callable capital 

Of fi c teta hope agreement 
can be reached by the time 
-the Development Committee, 
which gives ministerial guid- 
ance to boards of the Bank 
and fha International Mone- 


tary Fundi convenes at the 
institutions’ annual meeting 
in Hong Kong on Monday. 

Miga extended $61 4m in 
new coverage during fiscal 
year 199T, ending the year 
with an overall liability of 
about $2-5bn- “Miga thus 
faces a high exposure and 
could have problems in the 
event that it has to meet 
unforeseen liabilities," 
according to a report pre- 
pared for Commonwealth 
fi ppnrp nrinistas meeting In 
Mauritius yesterday. 

Tbe IIF argued the World 
pp nk should take a number, 
of measures to improve its 
risk-sharing products and to 
support private sector pro- 
jects. It predicted the partial 
risk guarantees being devel- 
oped by the International 
F inan ce Corporation, the 
Bank's private sector lend- 
ing arm, could become its 
most Important risk sharing 
product. The potential use 
of guarantees to cover sub- 
sovereign. risks could reach 
Slbn-$2bn a year by 1999, 
-which could catalyse $10bn- 
$20bn per year of private 
finance," its report said. 



sell-off receipts 
reduce public debt 


By Jidy Dempsey 
In Jerusalem - 

Yaakov Neeman, Israel's 
finarii* minister, yesterday 
said privatisation receipts 
vrosdd not be used to finance 
the budget .deficit, but to 
reduce the public debt. 
Which last year was the 
equivideirt of 89.7 per cent of 
gross domestic product. 

Privatisation, receipts this 
year would reach at least 
$2L5bni he said, almost dou- 
ble the. government's origi- 
nal target The sharp rise fol- 
lows the . recent side for 
$L36bfi of 48 per cent of the 
shares of Bank H»pnaHm J 
the largest hank, to a consor- 
tium led by Ted Arison, the 
US-Israe32 MDiotnazre. 

Mr Neeman 's remarks 
reflect his determination to 


resist pressure from several 
m ink- tries to use part of the 
receipts to fill the gap left by 
government expenditure 
cuts in next year's budget 

*T told the ministries they 
would not be able to use any 
of the receipts,” said Mr Nee- 
man, who last week pushed 
thmng h the cabinet expendi- 
ture cuts of Shk2.3bn 
($658m) in next year's budget 
in a bid to. bring down the 
deficit to 2.4 per cent of 
gross domestic product, in 
fine with government policy. 

The ambitious target will 
be difficult to meet since 
nnpmpi ny men t is almost 8 
per Immigration, which 
fuelled Israel’s strong 
growth, in GDP during the 
early 1990 b, will dip this year 
to about 55,000 compared 
with 70,000 last year. And 


GDP will grow less than 2 
per cent compared with 4.4. 
per cent over the same 
period last year. 

But so far Mr Neeman has 
resisted pressure by minis- 
ters to revise his budget cuts 
as well as pressure from the 
unions, which have been 
striking in protest at the 
cuts and the privatisation 
programme. 

Israel's net public debt, 
both internal and external 
stood at Shk284.4bn last 
year. The internal debt, 
which includes the debt of 
local authorities, totalled 
Shk241-2bn* The real test for 
Mr Neeman’s budget propos- 
als will come in the Knesset 
(parliament) where a coali- 
tion of interest groups have 
had their budgets cut 
Hapnaltm seU-Ofi, Page 18 
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American stands firm on 



By NRchael Skapinker, 
Aerospace Correspondent 

American Airlines said 
yesterday it did not believe 
Karel Van Miert. the 
European Union competition 
commissioner, wanted to 
block its proposed alliance 
with British Airways but 
added that it could not 
accept bis conditions for the 
link-up. 

Don Carty, American’s 
president, said he was 
worried about the 
Commission's . initial 
proposals that the two 


airlines give up 353 weekly 
take-off and landing slots at 
London’s Heathrow airport. 

Mr Carty said American 
and BA were prepared to 
give up no more than the 168 
weekly slots proposed by the 
UK Office of Fair Trading. 
He said the two airlines 
insisted on their right to sell 
or lease the dots and would 
not give them away, as the 
Commission and rival US 
airlines have demanded. 

The alliance between the 
two airlines, announced in 
June 1996, envisages close 
co-operation on flight 


schedules and pricing, as 
well as revenue sharing . The 
alliance requires approval by 
the authorities in Brussels, 
London and Washington. 

Mr Carty said: “We’re 
encouraged by the dialogue 
that’s beginning to em erge 
between the UK g over nm ent, 
the Commission and 
ourselves. The question is 
whether or not the 
conditions that are imposed 
are commercially sensible. 
We’re not going to do a deal 
where the numbers don’t 
add np-” 

He added: "I don’t think 


Mr Van Miert is trying- to 
kill the alliance.- ,My 
presumption is that he’? 
trying to put together a 
proposal.” Mr Catty said he 
supported BA’s view that the 
. Commission’s v - Initial 
proposals on the alliance 
were based cm poor research. 

Mr Carty said be expec t ed 
the Commission to take the 
same attitude ■ to v.pfeer 
alliances as it did to BA and ' 
American. The six-carrier 
Star Alliance, headed by 
Lufthansa of Germany and 
United Airlines of the US, 
was planning to bring in 


more airffaeft. r _ T ,_ 

scope of orfr -aXfeaMas* > :ayf$£tofc$- 
trivial ctMnp6fre4gsriti^ti&faj, added. 1 
Star Alliance” 

He Said 


by th$ US-d . 
transportation 
alliance- cpuh^ 
approved by -PS 
the airtines had# 
be said the fcwc^ 
would not _ 
fink-up as long<a£ 
was being made. 
Mr Carty' ! 



t'BW' 
riiars.-Tri'Am 
th^ir... A319 


West Airlines 
4&'singl e-aisle 
from Airbus 
The > order, worth 
irfees, is for 22 
and 24 A32G&. 
D&Bveries} wfHJjegin joe^t 
the 

' & 819 was tjett 'to its fleet and 
lo’be eapfigured 


Airlines would be Cl&S&lte „ 

additional partner frp-’w*tJ^i24 td 128 seats, to.two 
American ff Washington and. classes. } ' 


Euro-MPs urge support for 
Caribbean banana producers 


ByNeaBucktoy 
in Strasbourg 

The World ‘ - Trade 
Organisation's ruling that 
elements of, the European 
Union’s banana import 
regime c ont ravene free trade 
roles could have important 
implications stretching far 
beyond bananas, Franz Fls- 
chler, EU agriculture com- 
missioner. warned yester- 
day. . . • 

In his first public response 
since the WTOappeais body 
upheld the ruling last week, 
Mr Fischler warned the 
European parliament that 
the principles applied in the 
ruling could be used to chal- 
lenge all kinds of market 
agreements which involve 


tariff quotas - not just in the 
EU but In other WTO mem- 
bers. 

Mr Fischler’s comments 
came as he was faced with a 
barrage of calls from Euro- 
pean MPs to ensure that 
Caribbean banana produc- 
ers, who could face rain as a 
result 'of the ruling, were 
properly protected by the 
EU. 

The Strasbourg paritament 
is expected to pass a resolu- 
tion tomorrow calling for the 
EU either to reject the 
WTO’s demands to disman- 
tle parts of the regime that 
protect Caribbean producers, 
or to increase aid to the 
Caribbean in compensation 
for the lost banana trade. 

Although the parliament 


has no formal powers to 
force the European Commis- 
sion to take particular action 
in this case, such a vote 
would add to the pressures 
already facing Brussels. 

The 20 European commis- 
sioners are thought to be 
split on the case. Mr FSschter 
recently criticised the 'WTO 
for lack of "democratic con- 
trol”, while Sir Leon Britton, 
trade commissioner, has 
waned that the EU must 
back ' WTO rulings even 
when they go against tt 

Mr Jofio de Dens Ptobsfro, 
commissioner responsible 
for relations with African, 
Caribbean and Pacific coun- 
tries. has said the BIT'S for- 
eign policy must support 
developing countries. 


The EU’s 15 member 
states, Which must back any 
action proposed by the Com- 
mission, are also deeply 
divided on whether, to accept 
the WTO’s demands.. . 

. Some EU officiate are 
warning privately that the 
EU may find it impossible to 
agree to meet the [WTO's 
demands, leading to a poten- 
tial trade war with the US.. 

■ Mr Fischler found himsdf 
tmder attack from MEP& yes- 
terday for failing to spell out 
the Commission's .likely 
response to the rating: 

■ A succession of European 
parliamentarians ' also 
attacked the US and WTO 
for failing to respect the 
i nterests erf smaller develop- 
ing countries. » . 



Glenys KlHaocfc'US F^K^ler’ 

ignorant 1 of -rqBflifo tespaftf • '.democraticl 

•Mis Glanya Khmodfcjcif the 
socialist • groapsafcf rt&LTE 
was “completely Ighorunjg’ 
erf the impact' of : the rcQing 
on the Caribbean. She called 
on the EU to refuse fo dfo- 
‘tentte tfw regime, but o f fe r 

& pay compensation to ftp 





;>the 

. . 

The "US } sai&, last itigttfirf 
would hot accept compensa- 
tion and would insist the-EU 
meets fee WTpfg demands. 


Machine tool makers boost east- 


T- 


By Peter Marsh 

Western Europe's machine 
tool industry is planning to 
extend a pioneering scheme 
aimed at boosting trade in 
machinery parts with coun- 
tries in tiie farmer commu- 
nist bloc. 

Cecimo, the Brussels-based 
trade association for western 
Europe’s Eculfen ($i5bn) a 
year machine tool industry. 
Is looking to double to six 
the number of east European 
countries for which it is 


. helping to arrange trading 
partnerships involving sup-, 
ply of machine tool compo- 
nents to western Europe. 

Under the scheme, Cecimo 
acts as an "introduction 
agency" fixing up links on 
trade between machinery 
companies in western and 
eastern Europe, in an imagi- 
native venture to advance 
links between the formerly 
divided parts of the conti- 
nent 

The first phase of the 
scheme got under way last 


week when Cecimo arranged 
talks an trade partnerships 
between . 40 companies from 
Hungary, Lithuania, and 
Romania and a similar 00s- 
her of companies from the 
machine tool, industry, in. 

western Europe. 

The 40 east European com- 
panies were selected from a 
Shortlist of 100 in a year-long 
scheme partly funded by the 
European Commission. 

Under the next phase of 
the project Cecimo is plan- • 
ping next year to add three 


mare countries for which ft /^eteries in eastern Europe.- 
woutf have a ataffar role the same time, the east 

Poland, Bulgaria Slo^ ? "^«ropean companies in' tire 
vakla. '.-programme find out about 

Under the Cecimo plan tha; customers they might other- 
west European companies wise neve be aware of. 
get access to a supply: of* 
cheap parts from eastern 



Europe which boost theft 
campetittreness. Because of 
lower wages, certain 
machine tool components 
frequently cost b^ween one 
tenth and one half of the 
comparable west European 
price when purchased from 


Jean. Hermans, Cedmo’s 
director, said that as a result 
of the project 200 indBvMual 
meetings had been fi«»d up 
between west and east Euro- 
pean companies in Hanbver 
to explrae parts supply pro- 
jects. He said the initiative 
had been “very well 
received" by companies in 


both parts of 

In recent years supply "of 
machin e tool parts from east 
Europe to western Europe 
has expanded rapid^to 
about Ecu300tq a year. One 
country in the forms: Sg^fef 
hfoc - the Czech Bepabhb 
_has participated is.t fie trade 
'to such a degree feat it has' 
already been jadtuitted, to" 
Cecimo as a ftd| member and 
is therefore to have 

gone b eyond the stage of 
requiring any help under the. 
trade partnership project 


fly Gwen Robineon irt Tokyo 

Jbpan yesterday rejected 
claims by. European Union 
officials . that Tokyo was' 
undermining"' negotiations 
for . China’s entry to the 
World Tirade- Organisation 
by watering-down entry cri- 
teria, ' -.?• : - y:; ' . . . 

EU officials had accused* 
Tokyo of “comp romising .for 
short-term ptiiflgcal gains" 


on China's WTO entry 


framework," Mr Umemoto 
said- 

'•* “The responses we 
received from the US and EU 
have contained no hint of 
criticism, .and we've told 
them, that one thing that 
.remains firmly in min d is 
feat 1 We fiave absolutely no 
inte ntion of undermining 
WTO; negotiations between 
and China." said Mr 
'Umemoto 

To gam meuibershlp of the 
WTO, China must forge 


tennis, and Jteavtog its west- .bilateral .agreements wit! 
partners to;Win trade every member country; - 


— siods _tn ' . sectors 
idtog'-Japim’s principal 




well dSmeet universal ehtry 
criteria under multilateral 
_ .. _ protocol /negotiations. :US 

. But Baaor-^anese trade. . and,EU trade officials arfe in 
officiate said that although the process ‘ of negotiating 
Tokyo badnpt gained all fee 'their 'Own .-bilateral agree- 
concessions it wanted ^frean t rijants with- China, while 
Chi ° a ' a b a d m ftd e “substan- imtifilatend talks bn China’s 
tWpn^esS".>. T- - appiibatioh* for WTO mem- 

^•fthad bgBRbriefiiigthe.uS - barship wfli.'be held 1 in 
ana_EUj its trading'. Geneva dubsC month. I 

partemst-tatthestatus -Japan, mid Ghtoa reached 
' basto agreement on market 

-ted ba^c access, d# goods to talks held 

ugreem^ts^^y ffi c he d ’Wife ' ahead of Japanese prime 

-Ryfrtmo Hashi- 

T -ggoept toe moto’s Vteit to Beliing on 

S^Ptenber 4. TheSorides 
df & iv jwst stffl reach agreement 
d^^mtradefe 

: 'hi .services, which 1 are 

official GfJapahV. ministry much marecomplicated, and 

to tXBKiuct a more 

m ^ zsu ^ f ' . , ■ totanriwe purii on these mat- 

ypg&pb** i»ad fers..c we have made this 
^ear *0 China," Mr 

WTO div isio n^ -sSad : Japan ‘Dmemoto said- 

Jsbbi did QQt intend to 
drawtogCfl taa »,^ ato iflsclose details of its agree- 
“1™',,,,; ;V; jv. oaetfe With ChW. until the 

•JrS 5°® bilateral negotiations were 

get al l it y auted m gjtf.<jjBa .concluded, officials- said- 

^rf:^J IuaB,ben * fitted china “did not 
' CQme ^ all pf Japan’s requests” 

‘ bn htaiket access jrf goods. 
^T3ie fondBmpntal issae ix Western trade- trials 

:ei feer »-yog_rerist: China's confirmed - Japan had 

.-ftftmned t)iem of basic 
indudtog its accep- 
.m. aaenapp nap lor feb nggi .taacft of the Chinese offer to 
: or- you ^t?«rtari^ on hmxirted care 
toaixwtapKSrtooaO 
^la^tofeeWTO sooner percent. The EU and US 
rather, than Jater. and can- want China to lower car tar- 
tinue to apply pressure iffe to no more than 10 per 
within that multilateral cent. . 
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Easing of EU beef export ban sought 


By Stanon Hottmrton 
i In London 

Plans to bring competition 
to Britain's 25m electricity 
consuming- households are 
flawed and will result in 
chaos unless- changes- are 
made, the auditor to the 
wholesale Electricity Pool 
has warned. 

Coopers & Lybrand wrote 
last week to Mr Andrew 
Claxton, the Pool's chief 
executive, warning that 
“short cuts" were being 
taken that would jeopardise 
the success of retail deregu- 
lation, planned to start in 
April next. year. 

. The Ann said “1998 has 
the potential for . creating 
vastly greater confusion” 
than was the case when 
50,000 medium-sized compa- 
nies were given the freedom 
to choose supplier in 1994 - 
an exercise that took a year 
to get right 

Coopers recommended 
creating a central authority 
with the power to change 
business processes, drop 
' penalties for late companies, 
and ensure no short cuts are 
taken testing systems. 

Bringing competition to 
the retail electricity market 
is a massive exercise, com- 
plicated by having 14 sepa- 
rate companies, the Pool, 
regulator and government 
involved but with no single 
body taking active responsi- 
bility for success. 

Offer, the industry regula- 
tor, said it bad not seen the 
letter. "It is not our general 
perception that things are 
slipping. Good progress is 
being made, "it said. . 

John - Battle, science, 
energy industry minis- 
ter, is due to meet industry 
chiefe next Tuesday. In July 
he Bald he accepted responsi- 
bility for the successful 
. introduction of competition. 

The Coopers report, which 
is likely to be considered by 
the Pool's executive commit- 
tee when it meets tomorrow, 
rnfltrfrpg Mr Battle's stated 
concerns that the technical 


Eastern Generation, 
Britain’s fourth biggest gen- 
erator, yesterday applied for 
' consent to convert two coal- 
fired power stations to use 
gas, Simon Holberton writes. 

The company, part of 
Energy Group, wants to 
invest £40m ($63. 6m) to con- 
vert two 1.000MW power 
stations in the English 
Midlands to burn gas as well 
as coal. The two stations 
currently burn 2£m tonnes 
of coal a year. 

A decision on the conver- 
sion will, be made by John 
Battle, science, energy and 
industry minister. He has 
previously approved a 
1.200MW gas-fired power 
station at British Petro- 
leum’s Saltend chemicals 
facility in north-east 

En gland 

He said yesterday that 
“radical change" was 
needed if Britain were to 
achieve long-term targets 
for the reduction of “green- 
house" gases. 

mechanisms which underpin 
competition need to be 
robust and tested before con- 
sumers are offered choice. 

The minister is likely to be 
told by electricity chiefs that 
the success of foe 1998 proj- 
ect will depend on trials of 
the computer systems of 
three electricity companies 
beginning in late October. 

Coopers says foe 1998 exer- 
cise exhibits insufficient 
understanding of the busi- 
ness issues; insufficient 
accountability for the 
achievements of business 
objectives; Inadequate plan- 
ning; and inaccurate report- 
ing of real progress. “Too 
much emphasis is being 
placed on delivery to dead- 
line and insufficient atten- 
' f irm is being given, to qual- 
ity,” it says. 

It describes . a situation 
where the parties involved 
“have decided that it will be 
easier, to deflect blame after 
foe event than it would be to 
accept responsibility how*. 


By Michael Smith in Brussels 

Britain is seeking a breakthrough 
today in its campaign to win an eas- 
ing of the European Union beef 
export ban. EU veterinary experts 
meet to discuss the UK's latest pro- 
posals for allowing the sale outside 
Britain of meat from “certified 
herds". 

Three months after a previous 
scheme was. rejected as inadequate 
by foe experts, foe UK wants a less 
ambitious plan approved which 
would enable expor ts from among 
herds which have been free of BSE, 
i or “mad cow disease", for at least 
eight years. 

Although the scheme would theo- 


retically apply to herds throughout 
the UK, it is likely that Northern 
Ireland would benefit most BSE has 
been far less prevalent there than in 
the rest of the UK. Northern Ireland 
has a computerised cattle database 
for tracing animal movements. 

The Scientific Veterinary Commit- 
tee will today be given a favourable 
opinion by an advisory panel on foe 
computer system. However, it was 
uncertain last night that the certi- 
fied scheme would be approved. 

Although the committee has no 
power to initiate proposals, if it 
favoured the certified herds scheme 
there would be strong pressure on- 
the European Commission to back it. 
Under foe scheme presented to the 


veterinary committee in June, certi- 
fication for export would have been 
available to herds which bad been 
free of BSE for six years. 

The UK's proposal would restrict 
certification to animals which were 
still in the herd where they were 
born or have records of movements 
since leaving their first herd on a 
computerised tracing system. 

The proposal would be limited to 
deboned meat prepared to specifica- 
tions laid down by the Commission. 
Meat from animals less than six 
months old would be excluded. 

The certified herds scheme is part 
of a three-pronged approach by foe 
government to ease foe exports ban. 
The Ministry of Agriculture is also 


pushing plans to allow exports of 
cattle born after August 1 last year. 

It is pressing ahead with a chal- 
lenge to foe legality of the ban Intro- 
duced in March last year. 

• The European Commission is to 
begin legal procedures against the 
UK following the discovery in the 
summer of thousands of tonnes of 
beef illegally exported to Belgium 
and Germany. 

Co mmissi oners meeting in Stras- 
bourg yesterday agreed in principle 
to initiate “infringement proce- 
dures" against Britain. This will 
take foe form of a letter to London 
detailing the Commission's findings 
and asking the UK far an explana- 
tion. 


Meat industry faces another roasting 


A further consumer scare is in prospect 
as the ‘mad cow’ crisis starts to ease 


More birds and 
fewer animals 

Consumption (kamuKVya 


J ust when foe meat 
industry was beginning 
to lift its head above the 
parapet, another missile 
comes hurtling towards it 
Senior nutritionists are 
due to tell ministers in a 
report next week that con- 
sumers «hnuM eat no more 
than 140 grammes (5 ounces) 
of red meat (beef, lamb and 
pork) a day* to . avoid an 
increased risk of cancer. 

That is well above the 
average intake: of about 75g 
and is expected to affect only 
the 15 per cent of foe popula- 
tion who are the most avid 
red meat eaters. 

The recommended limit 
from the Committee on 
Medical Aspects of Food 
Policy refers to cooked meat 
and is equivalent to eating a 
7oz-8oz (I96g-224g) steak a 
day. 

The meat industry is 
TmHerUning - this as a. minor- 
ity issue in an effort to pre- 
vent a generalised scare 
about cancer that could 
drive consumers away from 
red meat just as the industry 
is recovering from 18 months 
of the crisis. 

Consumption of beef and 
veal in foe second quarter of 
this year was nearly back to 
.its 1995 level, according to 
the government's latest 
national food survey pub- 
lished tjrfs week. 

Fanners, too, are seeing 
“slightly better prices for 


Tesco. the largest UK supermarket group, has agreed to 
label eggs as coming from battery hens after protests from 
an animal welfare group, Alison Maitland writes. More than 
80 per cent of UK eggs come from battery hens. 

Tesco announced it would label foe boxes "eggs from 
caged hens" as part of efforts to improve animal welfare 
following customer research. At foe weekend it said it had 
no immediate plans to change its labels from “fresh eggs”. 

The company's change of mind was welcomed by Compas- 
sion in World Farming, a lobby group opposed to battery 
egg production, which this week planned protests outside 
Tesco stores. 


their cattle as a result of 
increased demand, generated 
in part by the decision by 
McDonald's and Burger King 
this summer to re-introduce 
British beef. 

The fast food chains, 
together with schools and 
hospitals around foe coun- 
try, had dropped home- 
produced beef from menus 
after the government 
announced a probable link 
between BSE or “mad cow 
disease” and the new variant 
of Creutzfeldt-Jakob Disease, 
foe fatal human brain dis- 
ease, in March last year. 

“With beef sales improving 
and prices rising, people 
were .beginning to look 
ahead optimistically” says 
foe Meat and Livestock Com- 
mission, foe official meat 
promotion organisation. 
“This is not necessarily the 
best thing to come along.” 

The industry has already 
had to live with a slow 
decline' in consumption for 


the past 30 years. The UK is 
12th in the European Union 
league of meat eaters. 

Britons are eating more 
fish, and the number of vege- 
tarians, already estimated at 
3m, is forecast to grow to 5m 
by foe turn of the century. 
Sales of prepared vegetarian 
foods grew by 90 per cent 
year-on-year to £388m last 
year and are forecast by 
Min tel, the market research 
company, to reach more 
than £60Gm by 1999. 

The Meat and Livestock 
Commission admits the 
industry would be unhappy 
if its most enthusiastic sup- 
porters cut back their 
spending on meat in 
response to cancer warnings. 
But its official line is that 
consumers must follow a 
“balanced diet". 

One food industry consul- 
tant describes foe forthcom- 
ing Coma report as another 
“death-knell” for foe indus- 
try. Not everyone agrees. 



i«es, 

Sowcw Mm tifid UvMBctfc Coramoaion 

Ken Jones, formerly with foe 
Meat and Livestock Commis- 
sion and now an indepen- 
dent consultant, says people 
may be weary of food scares. 
Moreover, the heftiest meat 
eaters may not be prepared 
to change their habits 
“All foe warnings about 
smoking don't make a huge 
difference, at least in the 
short term." he says. 

Alison Best, senior policy 
adviser for foe south-west 
region of the National Farm- 
ers' Union, says livestock 
farmers are unruffled. “This 
sort of scientific report 
doesn’t always have that 
much effect,” she says. 


"Most people don't like the 
government telling them 
what to do.” 

Direct links between diet 
and cancer are hard to prove 
because many factors are at 
work, according to Professor 
Nicholas Day of Cambridge 
University, a famin' member 
of foe Coma group on diet 
and cancer. 

He says there is “quite 
strong evidence” that regu- 
lar red meat eating increases 
the risk of large bowel can- 
cer. But the risk can be miti- 
gated by eating other foods, 
such as vegetables. 

Alison Maitland 


Rights 
convention 
soon to be 
adopted 

By John Kampfner, 

Chief Political 
Correspondent 


The government has ruled 
out introduction of a privacy 
law and is not prepared to 
give judges powers to over- 
ride parliament on human 
rights issues. 

Legislation incorporating 
the European Convention on 
Human Rights into British 
law will be introduced in 
parliament late next month. 

Ministers considered the 
case for a privacy law in the 
light of accusations against 
paparazzi over foe death of 
Diana, Princess of Wales. 
But they concluded privacy 
would be best safeguarded 
through foe 50-year-old con- 
vention, which Britain 
signed but has not incorpo- 
rated into domestic law. 

“We’re 'assuming that foe 
convention will allow judges 
in due course to build up a 
body of case law which 
increases privacy against the 
press and institutions." a 
government official said. 

Article eight of the con- 
vention says: “Everyone has 
foe right to respect for his 
private and family life, his 
home and his correspon- 
dence” will provide the most 
effective safeguards without 
impinging on press rights. 

Currently. British citizens 
must take their cases 
directly to the Strasbourg 
Court - often a long and 
costly process for which no 
legal aid is available. The 
court has foe power to rule 
that national legislation is 
incompatible with the Con- 
vention and to award com- 
pensation. 

By incorporating the con- 
vention largely unaltered, 
the. government plans to 
give British citizens the 
right to seek redress and 
compensation through the 
domestic courts. But, follow- 
ing foe New Zealand model, 
it has decided citizens' rights 
will be protected only where 
existing or future legislation 
is capable of being inter- 
preted by foe courts consist- 
ent with the convention 
rights and freedoms. 











What becomes a massive idea never 
looks so huge at first You have to 
have faith in it when it’s still quite 

underdeveloped. 

Back on page 2 or 3, transgenic 
sheep and cloning appeared as a tiny 
business opportunity. Just as it was 
when we first backed it with venture 
funding 10 years ago. 


Now the breakthrough of cloning is 
turning, with a little help from 
ourselves, into a huge benefit for 
humanity. 

Any idea needs nurturing and 
nourishment to make its own way in 
the world. And. nourishment means 
investment. Often over many years. 


Apax Partners don’t simply fund 
scientific breakthroughs like cloning. 
We support all kinds of companies 
long-term because, though small at 
first, they often give rise to massive 
achievements. 

Like treatments for cystic fibrosis, 
haemophilia and emphysema; and 
nutrition for the world’s starving. 


Now would any of us want to miss 
out on that? 


ApaxRirtners 
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India helicopter deal to be probed 



By Liam HaRigan, 
Political Correspondent 


The international development 
ministry yesterday ordered an 
inquiry into a £65m ($l03m) British 
aid controversy involving the 1988 
purchase of 21 helicopters by the 
Indian government with funds ear* 
marked for humanitarian assistance. 

"I have asked for an immediate, 
full report on this project, which 
causes me great concern." said 
George Foulkes, international devel- 
opment minister. 

“Under our new poverty focus for 

the aid programme, we would not 
have approved a project aimed at 
supporting commercial interests." 

His order follows the disclosure 
that is of the aircraft are to be sold 


to a British-based aviation spare 
parts firm for only £900.00a 

But the World Development Move- 
ment, the pressure group which in 
1998 won a court ruling In London 
that the government bad mis-spent 
aid money on the Malaysian Pergau 
Dam project, last night threatened 
legal action over the helicopter 
affair . “We are seeking immediate 
assurance the government will 
replace the £64m wasted from the 
aid budget,” it said. 

The 14-seater W30 helicopters were 
originally purchased under a deal 
seen as an attempt to support the 
troubled Westland helicopter com- 
pany as it neared privatisation. The 
Indian government was handed 

wyi ni in ai/T OQ tba im^ tfs faimting 

that it purchased the aircraft. 


But the helicopters, bought osten- 
sibly to assist the Indian economy 
by ferrying workers between oil and 
gas rigs, were taken out of service 
within two years after two crashes, 
which trilled nine people, and the 
refusal of pilots to fly them. 

An investigation deemed the cause 
of the malfunction to be a combina- 
tion of inadequate maintenance by 
the Indian public sector operator 
and design and production problems. 

The deal was last night described 
as “a thoroughly had project with a 
disappointing outcome” by the 
department of international develop- 

mpnt 

"Bilateral aid is normally aimed at 
relieving pov e rty" it said. 

The department's review of the 
project, however, is unlikely to be 


conclusive: co n ve nt i o n ™»img that 
ministers cannot examine papers 
relating to business conducted by a 
previous government. 

But the National Audit Office, the 
parliamentary spending watchdog, 
does technically have powers to 
demand release of the papers. Yet 
when the body examined bilateral 
aid to India in 1990. details of the 
deal were not made available. 

AES Aerospace, the England-based 
aviation spares firm which is to buy 
the aircraft, confirmed it had 
"almost finalised" negotiations with 
the Indian government 

“These machines are not capable 
of flying,” said Vic Aven. AES man- 
aging director. "We will simply 
break them up am i mti off whatever 
components we can.” 


Former minister attacks Labour plans to make abuse of market power illegal 

Scheme 


‘could be 
costly for 


business 9 


By David Wighton, 
Political Correspondent 


Government plans to make 
abuse of market power ille- 
gal will create chaos and 
impose heavy costs an busi- 
ness, the opposition Conser- 
vative party warned yester- 
day. 

Signalling a U-turn in the 
party's competition policy, 
John Redwood, the shadow 
industry secretary, launched 
the first serious attack on 
the government's proposals, 
which he claimed would 
introduce huge uncertainty 
by outlawing legitimate 
business activities. 

Mr Redwood is the Euro- 
sceptic former cabinet minis- 
ter who quit John Major's 
government in 1995 and chal- 
lenged him unsuccessfully 
for the party leadership. Mr 
Redwood said yesterday that 
plans for a E uropean- style 
system which prohibited 
anti-competitive practices 
were fundamentally mis- 
guided. *T urge business to 
wake up to the dangers of 
these proposals before it is 
too late.” 
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John Redwood (left) and aide John Bercow urged business to "wake up to the dangers of the proposals before It is too late" 


Car 


Mr Redwood aaM business 
had failed to focus an the 
threat posed by the changes 
and implicitly criticised the 
Confederation of British 
Industry which has broadly 
welcomed the plans. 

He disowned the policy of 
t an r jng iIip last Conserva- 
tive industry secretary, who 
advocated many of the 
reforms now put forward by 
the Labour government. 

In his response to the draft 
competition bill published 
last month, Mr Redwood 
attacked the proposals as 


unnecessary and bureau- 
cratic. *T would urge you to 

think a gain anil tO adapt 
existing institutions without 
going in for such a compre- 
hensive **nit potentially dam- 
aging and costly nhang a in 

the law,” he said in a letter 
to Margaret Beckett, the 
industry secretary. 

By adopting the prohibi- 
tion approach used in Euro- 
pean Union regulations, the 
go vern ment would have to 
produce legal definitions of 
anti-competitive agreem ents 
and abuses of market power. 


Such practices would be out- 
lawed, and serious offenders 
would face large fines. 

But the legislation would 
have to inrfnda large num- 
bers of gTgmpKfwig to pre- 
vent the outlawing of 
accepted practices, Mr Red- 
wood claimed. 

Mr Redwood dismissed as 
“fanciful" the gove rn m ent's 
estimate that companies 
could satisfy themselves 
about their legal position far 
as little as SAJ000. He also 
criticised the proposal to 
replace the Monopolies and 


Mergers Commission with a 
Compe tition fVmmiigrinn 
Mr Redwood, a former 
trv hmf r y minister, said there 
were few serious competi- 
tion problems in most mar- 
kets, apart from the utflttiss 
which are excluded from the 
bffl. He argued that th» sta- 
tus quo was preferable to the 
proposed changes hut that 
the c u r rent system could be 
tightened up. For example, 
retrospective fines could be 
introduced for companies 
found guilty of “flagrant 
abuses”. 


Ministers 
warm to 
London 
rail sale 


By Robert Post o n, 
PoffHcal Bfitor 


A government-sponsored 
review by accountants ftice 
Waterhouse has concluded 
that vital investment in Lon- 
don Undergr oun d .can take 
jdaoe only with privatisation 
of the underground railway. 

Ministers said yesterday 
that a complex reorganisa- 
tion Of LU, involving the 
break up of its rail network 
Into two or three “infrastruc-. 
tore" companies prior to 
their sale, was. likely to be 
sanctioned in the coming 


"We are all watting to hear 
from the deputy prime min- 
ister”, said an offidaL "You 
can be assured that, the- 
chanoellor and prime minis- 


ter will hot- stand in the 
way”. John- Prescott, deputy 
prime mi n ister, is ft* 
m i n ister for transport 

Ministers’ hopes have been 
dashed that the accountants 
would find a formula to get 
round Treasury rules, which 
stipulate that, investment by 
a publicly owned company is 
automatically added to the 
public borrowing total 
unless a. majority stake is 
sold - to the private 
sector. 

Significant injection of 
public fimds Into LU Is 
impossible in tee next cou- 
ple of years, in tire face of 
tight Treasury controls. 

A dose colleague erf Tony 
Blair, the prime minister, 
said the LU privatisation 
was likely to be followed 
over the five year life of the 
parliament by the sale of a 
majority stake in the 
National Air Traffic Service, 
which runs air traffic control 
in tire UK, and of a minority 
holding in the Post 
Office. 

Our manifesto commit- 

mpfit [ODDOShlfir Tinv jiHuffHfin 

of the Post Office] is too 
strung to sell a majority of 
it”, said a senior party mem- 
ber. 

Price Waterhouse had. 
"cleverly crafted” the report 
to "make privatisation pohti-.' 
caHy acceptable", said a gov- - 
eminent member. 


UK NEWS DIGEST 



Internet link 


for insurers 


The Association of British Baurere. 

operations In the US such aa 

investors hope that faster ao^ to kfc- 
aZ about changes in executive rmuwvarion or Wd 
structure will avert lapses in the system where they vote 
by default on controversial polices. m 

The internet link will provide the ABT s exis ting «u 
JS^^doding Joe of the UK’s 1^ 
fUnds - with notes about a company's annual report up to 
10 days earlier than at present This will bePjticiJtoriJr 
useful for companies which hold annual meetings 21 days 
after publishing their annual report the 
allowed. 


ANRI O-FRENCH RAIL LINK 


Eurostar upgrades ticket system 


Euroatar. the passenger train service through the Chan- 
nel tunnel between England and France, yesterday 
launched a ticket distribution system designed 1 to dtow 
.travel agents-to sell international and domestic rail tick- 
ets as easily as they sell airline tickets. 

Eurostar ticket sales have been complicated by the need 
far travel agents to have a specialised rail ticket selling 
system. Very few of Britain's 7,200 travel agents had the 

system installed. , , ... . . . 

Making it easier to sell Eurostar tickets will lead to 
even tougher competition between the rail group and the 
iwrifrtaq on short-haul routes between London and Pam 
and London and Brussels. 

Euxustar already claims 60 per cent of the 6.7m passen- 
gers who travel by air or rail between London and Paris 
and between 40 and 45 per cent of the 2^m passengers 
between London and Brussels. The company believes that 
it can win up to half erf the market currently held by the 
airlines on these routes. 

Increasing ticket sales will bring forward the date when 
Burostar stops making losses and will smooth the 
planned stock market flotation next year of its parent 
company London & Continental Railways, which is to 
build a £3bn high-speed fink between London and the 
Channel tunnaL Charles Batchelor 


TELEVISION 


Brussels probes digital deal 


The European Commission is investigating a c omp l ain t 
by Digital Television Network, the unsuccessful bidder for 
the UK's main block of commercial digital terrestrial tele- 
vision tippiKM, against British Digital Broadcasting, the 
joint venture between Carlton Communications and Gran- 
ada Group. 

BDB won the UK digital terrestrial television licence 
earlier this year. A mmmiwrion spokesman said one of the 
issues under scrutiny will be BDB’s long-term programme 
supply deals with British Sky Broadcasting, in which 
Rupert Murdoch’s media empire holds the biggest stake. 

Other companies in the industry will be invited by the 
commission to comment an the deal, and the commission 
will also contact the British authorities. Emma Tucker 


Which systems integrator tops IBM in 
technical performance? 


Which systems integrator outshines EDS in 

project management? 
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Which systems integrator beats Andersen Consulting in 

business practices? 


The answer is Unisys. Don't believe it? Contact us for a free reprint of the Computerworld Systems Integrator 
Customer Satisfaction Survey. See for yourself how Unisys outperformed some of the biggest names in systems integration - 
for the second year in a row. This sustained superior performance is unmatched by any other firm. 

Conclusive proof that Unisys delivers the qualities customers value most in a systems integrator. 
www.unisys.com or phone Tony Locke on +44 1908 212613 fax +44 1908 212952. 
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When information is everything. 
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ARTS 



uild thft instttationa. fhen 
sit backand wait for the 
geniuses.” So remarked a 
| thoughtful mesiber of the 
dance world several years 
aso, reflecting on the of the 

golden age. of the 1960s and 1970s and 
the unpredictable nature of artistic tal- 
ent. As sage as this advice, seems, how-, 
ever, it is fundamentally flaw ed. The 
current crisis in dance is not a matter 
or too little genius - thmig h perhaps it 
is that, as well - hut of too much 
institution. 

Nowhere is this principle clearer 
than at New York City Ballet, the flag- 
ship company of American. rf«nm 
NYCB was created as a vehicle for 
George Balanchine: artist first, institu- 
tion after. With his death, the relation- 
ship necessarily reversed itself, and 
creative sclerosis set in almost immedi- 
ately. The primary goal of all bureau- 
cracies, as everyone knows, is self- 
perpetuation. 

Lest I be construed as suggesting 
that the answer is to eliminate public 
support, force the institutions to 
become leaner and mtanur by exposing 
them to the rigours of the free 
let me hasten to add that the free mar- 
ket is itself haTf the problem. 

Public support b a * already sub- 
stantially cat. Companies NYCB 

must now live or die by the box office 
and so, like many corporations, can 


Ballet/William Deresiewicz 


Project is a gem in name only 


■ think no more than three months 
ahead at a time. This is not a recipe for 
serious art, but for pandering and com- 
mercialisation, art made In the image 
of a skittish management’s idea of the 
lowest common denominator. 

If the problem is particularly bad at 
NYCB, it gets even worse when the 
company pretends to make a point of 
being high-minded, hi other words, ft 
gets even worse during what is called 
the Diamond Project Here is the idea: 
big dance Institution commissions 
works by young choreographers, pro- 
vides dancers, resources and a high- 
profile showcase during the spring sea- 
son. Here is the reality: the whole 
weary exercise - last spring's was the 
third in six years - is not about an 
institution nurturing artists, but about 
it consuming than. 

lake every other “aesthetic" decision 
the company makes these days, the 
purpose of the Diamond Project is 
purely commercial: to generate new 
choreographic product as cheaply as 
possible. Budgets and rehearsal times 
are held to a rniniwnw Management is 
looking riot for quality, but for novelty 


and, If possible, the kind of high gloss 
that makes a product “sexy”, like the 
bright shine on a can of Coke. 

The question is not whether young 
choreographers are grateful even for 
these restricted conditions, but what 
kind of art such conditions produce. In 
tact the Diamond Project has consis- 
tently produced junk. 

Of the 33 ballets created for the first 
two editions, all but three have already 
been dropped from the repertory. In 
economics, this Is called planned obso- 
lescence. So much for the enduring 
quality of art 

To be fair, the problem of institution- 
alisation is endemic to ballet While the 
art depends on institutions for the 
transmission of repertory and tech- 
nique, the momentum they develop 
tends to crush creativity and aesthetic 
integrity. Nearly all the great choreo- 
graphic achievements of this century 
have occurred at companies founded 
this century - the Ballet Russes the 
Royal Ballet, NYCB - and mainly 
when those companies were young. As 
institutions, they still bore the imprint 
of the visionary artists whose creative 


hunger they existed to serve. 

Now it is the institutions that are 
hungry. Theatres once built must be 
filled, dancers once hired must be paid. 
Now that a dearth of choreographic 
talent has afflicted ballet far well over 
a decade, companies seize on the slight- 
est shred of promise the moment it 
appears. Instead of being allowed to 
develop quietly, moderately gifted art- 
ists are rushed into the spotlight. The 
Royal Ballet's David Bintley is one 
example; Kevin O’Day offers the most 
fri ghtening example among the six cho- 
reographers recruited for last season's 
Diamond Project 

O ’Day made his debut just 
three years ago with a 
clever, mature piece for 
Baryshnikov’s White Oak 
Dance Project. As 
recently as two years ago came Dvof&k 
Bagatelles, a work unusual for its 
sweetness and restraint Here was an 
artist with talent as well as a voice of 
his own. But then the drag of institu- 
tional production began to show. Last 
year’s Baddtordm was not only facile 


and pointless, it displayed the same 
compositional gimmickry and pseudo- 
aggressive eroticism one sees in three- 
quarters of the new work NYCB puts 
onstage. 

With the new piece, Open Strings, 
O’Day hit bottom. Set to a score of 
wails and elephantine power chords 
generated by a quartet of electric gui- 
tars, the ballet is nothing but a succes- 
sion of cheap effects. A black backcloth 
rises halfway through to reveal a field 
of hot yellow. Costumes ride ultra-high 
on hip and shonlder, a harsh white 
light o utlining ridge valley of 
exposed limb. 

ChareographicaSy, every pretension 
to craft has been surrendered. Compo- 
sition and continuity give way to a 
series of fragments and poses. In short, 
the work, which ended to a storm of 
applause, is well calculated to appeal to 
an audience whose notions of visual 
beauty and emotional nuance have 
been shaped by fashion magazines, 
television ads, and music videos. 

As choreography devolves, so does 
the ideal of the baDerina. Open Strums 
was one of three premieres to feature 


Wendy Whelan, who must be regarded 
as the flwniw of the 1990s. Hers is the 
look of the Tnagarirte the billboard: 
gaunt cheekbones, hardbody muscular- 
ity, icy chic. She is so skeletal she 
gives anorexia a bad name, yet so flexi- 
ble she can assume whatever tor- 
mented positions these modern 
maestros devise. 

Here is what she can’t do: she can’t 
hear music, .she can’t move with much 
subtlety, and she can't project any 
emotion whatsoever. Her dancing is 
without warmth, graciousness or gen- 
erosity. But then, these gifts are no 
longer desired. Ballet’s form of physical 
beauty was designed to signify the 
magnification of the human spirit Now 
it is made to stand for its h umiliation — 
the reduction of spirituality to appetite, 
of beauty to image, of body to machine. 

The one exception came from the 
youngest choreographer of the six. In 
Slavonic Dances, Christopher Wheeldon 
handled his Dvof&k score with fond- 
ness and attention, explored the classi- 
cal vocabulary with imagination and 
respect, and displayed an unaffected 
curiosity about the cultural expres- 
sions of other people and other places. 

The piece is not brilliant but, like 
Wheeldon’s other work, it is rich in 
ideas. Given the chance to mature 
properly, Wheeldon could become a 
fine artist The likelihood that he will 
get that chance does not seem groat 


Opera/ Andrew Clark 


‘Dutchman’ in a 
sea of nihilism 


I t would be nice to report that 
Monday’s performance of The 
Flying Dutchman marked the 
start of a new era at Rn gifah 
National Opera. The company has 
been living off its artistic capital 
for some time, and there are high 
hopes that Paul Daniel's arrival as 
music director will bring a new 
sense of purpose. That his first pro- 
duction fails to match these expec- 
tations is not necessarily a bad 
omen. Daniel, a former ENO staff 
conductor who made his name 
with Opera North, Is a man for the 
long haul, and he has inherited a 
company which, to judge by the 
voices in this Dutchman, is funda- 
mentally sound. 

Nevertheless, one must question 
why an evening which started so 
promisingly became more and 
more deflated with each succeed- 
ing In the ENO Friends mag- 
azine, Daniel promised “no house 
style . . . only good productions”, 
and talked about early Wagner 
being “much closer to Beethoven 
than to Bayreuth”. 

In the event. The Flying Dutch- 
man swings unpredictably between 
extremes. The music sounds mas- 
sively late-Romantic one moment, 
quaintly Weber-like the next, and 
the fault is not Wagner’s alone. 
The staging by Stein Wings, the 
Norwegian with whom Daniel 
worked so profitably on the Brus- 
sels Khovanshduna, is part-psycho- 
logical. part-symbolist, part-natu- 
ralistic, part-representational - 
dithering between them all till the 
very end. when the Dutchman 
resurfaces alone in a sea of nihil- 
ism. 

But what a cracking start! Elec- 
tronically simulated thunder may 
not be in the score, but with the 
house-lights still on, it made every- 
one sit up and listen to Wagner’s 
eerie music leaping unannounced 
from the pit. Daniel’s irregular 
tempos in the overture heigh ten 
the sense of turbulence, as Hunan 
Alsaker’s set, draped in blue and 
haunted by looming shadows, 
assumes the character of billowing 
sails, troubled waters and Nordic 
rock. Thereafter, the unvaried 
glare of Hans-Ake Sjbquist’s light- 
ing robs the stage of mystery, 
fatally so at each of the Dutch- 
man's entries. Aisakeris one-and- 
only design trick - a ribbed deck 
suggesting an underwater canopy 
one moment, an abstract swamp 
the next - is flogged to death, and 


the cast clamber through it with 
difficulty. 

Not a ship in sight - but the 
treasures proffered to Daland in 
Act 1 are real enough, as is the 
early-industrial spinning machine 
in Act 2 and the Norwegian sailors’ 
crotch-thrusting antics in Act 3. 
Equally real is Sent&’s obsession 
with the Dutchman - represented 
not Just by a framed picture, but . 
by a phallic bust and any number 
of effigies. Wlnge's intention may 
have been to maintain the tension 
between fantasy and reality, which 
is crucial to the plot; he aids up in 
theatrical no-man's land, neither 
romantic opera nor modern music 
drama. What the production needs 
is a clear conceptual thread. 

T o Winge’s credit, nothing 
detracts from the music car 
the clarity of David Pount- 
067*8 translation. Daniel 
offers a very different type of Wag- 
ner conducting to his Leeds Tann- 
h&user in May. That was aptly 
light-footed, high righting Wagner’s 
Dresden inheritance. The Flying 
Dutchman, by contrast, sounds 
monumental and brassy, with man- 
nered rubatos in the Dutchman's 
. opening monologue and clipped fer- 
matas after the Act 3 chorus calls. 
The jaunty tunes for Daland and 
the spinning girls may be more 
Beethoven than Bayreuth, but they 
l ack cha r m . 

In his white vest and designer 

great-coat, Willard White presents 
a solem n ly impassive Dutchman, 
standing so rock-solid that it is 
hard to believe he isn’t singing a 
concert in costume. But his grainy 
bass timbre suits the . part as does 
his smooth legato. Rita Cuflis, a 
less hysterical Senta than we are 
used to seeing, confirms the Wag- 
nerian promise of her Elisabeth in 
Leeds: although the voice is 
pushed to its limit at the tap, it has 
a rich glint and projects radiantly. 
David RendaH's Erik is one of the 
best things he has done: when can 
we hear his Lohengrin? Stephen 
Richardson’s Daland steers dear of 
caricature. John Hudson makes an 
eloquent Steersman, and the cho- 
rus is in splendid form. The raw 
materials for. ENO’s revival are 
there; they just need to be chan- 
nelled more coherently than this 
Dutchman. 


At the Coliseum, London WC2 
(0171-622 8300). 



Berlin Festival/David Murray 


Visionary and 
subversive Henze 


L ast Easter, three 
months before he 
turned 71, Hans Wer- 
ner Henze completed 
his Ninth. Symphony: always 
a momentous event for a 
German composer, especially 
for one as celebrated as 
Henze, and probably unsettl- 
ing. 

After all. Beethoven’s sym- 
phonies ended with his 
Ninth, though he made 
sketches far a Tenth. Bruck- 
ner died before finishing his 
Ninth, albeit with a Tenth 
already projected. Mahler 
had to pretend that Das Lied 
von der Ends wasn’t quite a 
symphony, so as then to 
compose his great Ninth in 
the sup erstiti ous confidence 
that it was really his 
“Tenth” - thmig h than he 
died while gitpfrhtnp his offi- 
cial Tenth. Asked whether 
he has a Tenth in mind. 
Henze replied carefully that 
be will rest for a while. 

At the Berlin Festival last 
week, ingo Metzmacher and 
the Berlin Philharmonic 
gave the premiere of Henze's 
Ninth with the excellent Ber- 
lin Radio Chorus. It lasts 
almost an hour, and is even 
more "choral" than Beeth- 
oven's: no soloists, but the 
chorus is always central in 
its seven movements, each 
of them a vivid segno. 

In fact this Ninth is as 
much a dramatic oratorio as 
a symphony. Though its offi- 
cial label is justified by its 
symphonic weight, I imagine 
that Henze wanted also to 
provoke a contrast with 
Beethoven’s famous work. 
Whereas Beethoven’s choris- 
ters sang of “Freude, schfr 
nan Gctterfttnkesi”, Henze’s 
elegiac masterpiece is “dedi- 
cated to the heroes and mar- 
tyrs of Goman Antifaschis 
mus, and evokes “the 
not-yet-past world of shud- 
dering and persecution". 

The visionary texts by 
Hans-Ulrich Treichel 
(Henze’s librettist for Venus 
vnd Adams), are inspired by 
Anna Seghers’ anti-Nazi 
novel The Seventh Cross. 
Seven prisoners have fled 
from a concentration camp; 
only one survives at last, by 
fleeing Hitler’s Germany 


altogether - a good German 
exiled from his homeland. 

The symphony begins with 
harried desperation, and 
ends with the resigned 
despair of exile: ”... as if the 
heavens had never burned, 
as if the gardens bad never 
turned into graves.” The 
quiet music often recalls 
Henze's recent Requiem, but 
th<» overall d rama tic form - 
a journey into frozen grief, 
out of time - recalls an ear- 
lier oratorio, his 1968 Raft of 
the Medusa. 

O ne remembered 
that especially in 
the penultimate 
movement, “Night 
in the Cathedral”, with its 
eerie interplay between the 
voices of the dead and the 
living. But Henze’s orches- 
tral writing throughout is as 
inventive and telling as the 
choral music; and for onoe 
there is no trace of his foible 
for over-expansion. The sym- 
phony is long, but not a min- 
ute too long: everything 
sounds compact, precise, 
sharply sculpted. , 

The next night brought 
the premiere of Henze's 3rd 
Violin Concerto, with the 
soloist Michael Erxleben’s 
brilliant fantasising sup- 
ported by the Berlin Sym- 
phony under Michael SchOn- 
wandt Here the composer 
releases his playful, oblique, 
ironical vein, which had no 
place in the new symphony. 
The three movements of the 
concerto are “portraits” of 
characters from Thomas 
Mann's Doktor Faustus. 

A “Gran Tango" for the 
whore Esmeralda; an Adagio 
for poor, innocent Echo; and 
finally the violinist Rudi 
Schwerdtfeger - for whom 
Mann’s composer-hero 
Adrian LeverkQhn wrote a 
concerto. Henze's music 
answers wittily to Mann’s 
elaborate description of that 
fictitious piece, in Lever- 
kffim’s own 12-note style 
(SchOnberg never forgave 
Mann for borrowing the 
idea) with 1920s overtones. It 
is an Irresistibly mischie- 
vous jeu d 'esprit, age has not 
withered Henze's subversive 
humour. 




■ AMSTERDAM 


DANCE 

Het Muadektheater 
Tel: 31-20-551 8911 
Giselle: Dutch National Ballet 
staging by Peter Wright Sep 18, 
19, 21 


(theater 
551 8911 
old: by Wagner. 

; Opera. New 
directed by Pierre 
inducted by Hartmut 
Sep 17, 20, 23 


jndel: performs a 
rf works for piano 
ces by Liszt, 
nd Haydn; Sep 21 

lharmonic Orchestra: 
» John Eliot Gardiner 
Mozart and Berlioz; 
loists Emmanuel 


Pah ud, Albrecht Mayer, Stefan 
Dohr and Stefan Schwefgert; 

Sep 17 

• Berlin Philharmonic Orchestra: 
conducted by Daniel Barenboim 
in works by Mozart, ZImmermann 
and Schumann; with violin soloist 
Thomas Zehetmalr, Sep 22, 23 

• Rundfunk-Slnfonieor ch ester 
Berlin: conducted by Udo 
Zimmerman in a programme 
including works by Zimmerman, 
Lutostawski and Hartmann; 

Sep 19 

• Sinfonieorchester arid Chor 
des MDR Leipzig: conducted by 
Michel SwierczewskJ in works by 
Schenker. Btacher and 
Kratzschmar; Sep 18 


■ CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tet 1-312-332 2244 
Nabucco: by Verdi. New 
production staged by Elijah 
Moshinsky and conducted by 
Bruno Bartotetti. Cast Includes 
Maria Guleghina and Samuel 
Ramey; Sep 20, 23 


■ LONDON 

CONCERTS 
Royal Festival HaU 
Tel: '44-171-9288800 
Igor Oistrakh: the violinist 
performs works by Mendelssohn 
and Beethoven, with the English 
Chamber Orchestra conducted 
by Philip Ledger; Sep 20 

OPERA 

Barbican Centre 

Tel: 44-171-638 8891 

Les Arts Fkmssarrts: programme 


of two partly staged chamber 
operas by Charpentier, La 
Descents d'Orphee aux Enters 
and Les Ptalsirs de Versailles. 
Conducted by William Christie, 
with choreography by Ana 
Yepes- Part of a Golden Age 
weekend of Baroque music; 

Sep 18 

Barbican Theatre 
Tel: 44-171-638 8891 
The Royal Opera: Giullo Cesare, 
by Handel. New production, 
directed by Lindsay Posner and 
conducted by Ivor Bolton, with 
designs by Joanna Parker. Cast 
includes Amanda Roocroft and 
Ann Murray; Sep 17, 20. 23 


■ LOS ANGELES 

OPERA 

LA. Opera, Dorothy Chandler 
Pavilion Tet 1-213-972 8001 
Fedora: by Giordano. La ScaJa 
production staged by David 
Edwards and conducted by 
Edward Downes. Cast includes 
Marfa Ewing: Sep 17, 20 


■ MUNICH 

CONCERTS 

Phithairnorue Gastefe - 
Tel: 49-89-5481 8181 

• Munich Philharmonic 
Orchestra: conducted by Simone 
Young in works by Mozart aid 
Schumann. With violin soloist . 
Julia Fisc her Sep 23 

• StaatskapeUe Berlin: In works 
by Beethoven. With conductor 
and soloist Daniel Barenboim; 
Sep 17 ■ 

DANCE 


Bayerische Staatsoper . 

Tel: 49-89-2165 1920 
Bayerische StaatsbalEett in a 
programme of works by Hans 
van Manen - Concertante, Grose 
Fuge and Black Cake; 

Sep 21 

OPERA 

Bayerische Staatsoper . 

Tel: 49-89-2185 1920 

• Aida: by Verdi. Conducted by 
Roberto Abbado and directed by 
David Pountney, with sets by 
Robert Israel; Sep 2Q 

• Die Meistersinger von 
NOmberg: by Wagner. Peter 
Schneider conducts the season's 
opening event in a production 
by August Evording. Cast 
Includes Adrianne Pieczonka; 

Sep 18 

• Die ZauberflOte: by Mozart 
Conducted by Hans Drewanz in 
a staging by August Branding, 
with designs by JOrgen Rose; 
Sep 19, 22 


■ NEW YORK 

EXHIBITIONS 
Museran of Modern Art 
Tel: 1-212-708 9480 

• From Henri de 
Toulouse-Lautrec to Andy 
WarhoL- Exploring Techniques. 
Selection of 70 works — 
woodcuts, etchings, lithographs 
and screen prints - from the 
collection; from Sep 18. 

• New Concepts in Printmaking 
1: Peter Halley - installation of 
technologically-derived works by 
the painter laiiiches a series 
which alms to challenge 
conventional notions of 
printmaking; from Sep 18 


OPERA 

New York State Theater 
Tel: 1-212-870 5570 

• L’ltallana in Algerfc by Rossini. 
New York City Opera/ 
Glimmerglass Opera. Conducted 
by George Manahan and directed 
by Christopher Akien; Sep 17 

• La Travfata: by Vertf. Revival 
of Renatta Scotto's New York 
City Opera production, 
conducted by Emmanuel Joel; 
Sep 20 

• Macbeth: by Verdi- New York 
City Opera. New production 
directed by Leon Major and 
dortducted by George Manahan: 
Sep 18, 21 

• The Magic Flute: by Mozart 
New York City Opera revvaL 
Conducted by Derrick Inouye in a 
staging by Lotfi Mansouri; Sep 
19,20 


■ PARIS 

CONCERTS 

Op6ra National de Paris, Op6ra 
Bastille Tel: 33-1-44731300 
Orchestra de I'Opgra National de 
Paris: James Conton conducts a 
programme of works by Strauss, 
Ravel and Brahms; Sep 23 

Th&ftre des Champs Efys6es 
Tel: 33-1-49525050 
Orchestra National de France: 
conducted by Charles Dutoft rn 
works by Stravinsky and Orff. 
With soprano Patricia Petfoon, 
tenor Stanford Olsen and 
baritone Hflkan Hagegard; Sep 
17, IB 

DANCE 

Th^fitre des Champs Bysees 


Tel: 33-1-49525050 
Bdjart Ballet Lausanne:- 
Jerusalem, cite de la paix. 
Programme 1 , with choreography 
by Mai&ice B6jart; Sep 19, 20. 
Gala evening, with Mikhail 
Baryshnikov and Sylvie Guillem; 
Sep 22. Programme 2, with 
choreography by B6jart, with 
soloist Mlkhaft Baryshnikov; 

Sep 23 

OPERA 

Op6ra National de Paris, Op6ra 
Bastffle Tel: 33-1-44731300 

• Le Nozze di Figaro: by 
Mozart Conducted by James 
Conton in a staging by Giorgio 
Strehler. Cast Includes Anthony 
Michaets-Moore and Barbara 
Bormey, Sep 20 

• Turandot by Puccini. New 
production by Francesca 
Zambello. Conducted by 
Georges PnStre until Oct 13, 
when Fabfo Lusi takes over. 

With choreography by Alphonse 
Poulin and designs by Al ison 
Chitty; Sep 22 


■ ROME 

CONCERTS 
AiKStorio dl Via della 
ConcOfaztone 
Tel: 39-6-6880 1044 

• Orchestra and Choir of the 
Accademia NaztonaJe di Santa 
Cecilia: conducted by Daniele 
Gatti in works by Brahms: 
Symphony No. 3 In F major and 
Symphony No. 4 in E minor; Sep 
17, 18 

• Orchestra and Choir of the 
Accademia Nazionale di Santa 
Cecilia: conducted by Danfefe 
Gatti in Brahms' German 


Requiem; with soprano Elizabeth 
Norberg-Schulz and baritone 
Simon Keenlyside; Sep 23 


■ WASHINGTON 

CONCERTS 
Kennedy Center 
Tel: 1-202-467 4600 
National Symphony Orche s t ra 
Beethoven Festival: Leonard 
Slatidn conducts a programme 
including excerpts from The 
Creatures of Prometheus and 
Symphony No. 3 in E-flat major; 
with piano soloist David 
Buechner; Eisenhower Theater; 
Sep 17 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC/Super Channel 
07.00: FT Business Morning 
1000: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 

• CNBC 

08^0; Squawk Box 
10.00: European Money Wheel 
1&00: Financial Times Business 
Tonight 
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Lionel Barber 


Europe’s myopia 

By refusing to pay more for enlargement, Germany is 
losing sight of the wider benefits of EU membership 


G ermany used to be 
the champion of 
the European 
Union's plans to 
expand eastwards. A moral 
obligation, we were told. An 
epic opportunity to right the 
wrongs of Yalta. 

This week the enlarge- 
ment debate took off in 
Europe, and the Germans 
turned coy. Barely a word 
about grand strategy. Theo 
Waigel, the finance minis- 
ter, and Klaus Kintal, the 
foreign minister, delivered 
the same message: Germany 
is tired of playing paymas- 
ter to the rest of Europe and 
is worried about the costs of 
admitting new members. 

la the past, whenever 
arguments in Brussels 
erupted over money, a sim- 
ple rule applied: sit up half 
the night and wait for Hel- 
mut Kohl. the chancellor, to 
open his wallet It worked 
in 1988 when Mr Kohl 
agreed to a big increase in 
regional aid to help 
southern countries adjust to 
the competitive pressures of 
the single market, it worked 
in 1992 when the chancellor 
caved in to Spanish 
demands for subsidies 
called cohesion funds to 
smooth the path to eco- 
nomic and monetary union. 

Personal friendships 
coanted, too. Mr Kohl 
always remembered that 
Felipe Gonzalez, Spanish 
prime minister, was an 
early supporter of German 
unification. So was Jacques 
Delors, the former president 
of the European Commis- 
sion. Their reward was ever 
higger EU budgets to 
finance forms, motorways, 
and the occasional golf 
course in Scotland. 

Messrs Delors and Gonz- 
alez are no longer around, 
and German largesse has 
reached its limits. So do 
German demands for a new 
budget deal really amount 
to anything? And what are 
the consequences for the 
enlargement negotiations 
due to begin next year? 

Germany’s starting point 
is that It is slipping down 


the rankings of the rich 
countries: fifth in terms of 
per capita gross domestic 
product behind Luxem- 
bourg, Denmark. Austria 
and Belgium, thanks to the 
addition of the low-income 
region of east Germany. Hie 
Germans pay almost one- 
third into the EU budget 
but they draw out less than 
anyone else in terms of 
regional aid and form subsi- 
dies. Hence the demand for 
an improvement in Ger- 
many's “net contribution" 
to Brussels. 

Bonn is also insisting that 
no new money is made 
available for eastern 
enlargement. This means 
holding EU spending at 1.27 
per cent of EU GDP all the 
way to 2006 - the same level 
tt was due to reach in 1999. 
The Commission, supported 
by other net contributors 
such as Britain, France and 
the Netherlands, agrees. A 
Spanish-led bloc of net 
recipients argue they will be 
the big losers. 

What bean-counters in 

both camps are missing Is 
that the old budgetary 
assumptions no longer 
apply. The 1992 Edinburgh 
agreement, hailed by the 
previous British govern- 
ment as a model of good 
housekeeping, looks unbe- 
lievably generous today. In 
1994, the EU spending ceil- 
ing was set at 1.24 per cent 
of EU GDP; but it has been 

Germany could 
push its demands 
for a new budget 
deal so far that 
the fragile 
north-south 
consensus on 
enlargement 
could fracture 


falling ever since. Next 
year, the Commission will 
propose a ceiling of LIS pea* 
cent, thanks in part to 
reduced outlays on the 
Common Agricultural Pol- 
icy. where formers are no 
longer paid to create wine 
lakes and butter mountains. 

The Germans could do 
much better If they agreed 
to support further CAP 
reform. Farm spending still 
accounts for almost half the 
annual EU budget But file 
Bavarian form lobby has 
tied the Bonn government's 
hands. When farm ministers 
meet every month in Brus- 
sels, the German represen- 
tative is the mast implaca- 
ble opponent of CAP reform. 
The Germans adopt a posi- 
tion that costs them £Lbn - 
and they get only $500m in 
return, says an EU official. 

Germany risks losing 
sight of the wider benefits it 
draws from being a member 
of the EU dub. The Greeks 
pull in millions for p ubli c 
works programmes, but 
German companies pitch for 
such contracts - and often 
win. German exports 
account for about 30 per 
cent of GDP; two-thirds go 
to European markets. The 
planned Increase in EU 
funds far central east- 
ern Europe - under the 
so-called "pre-accession" 
strategies - means more 
money pouring into Ger- 
many's hinterland 

The danger is that Ger- 
many could push, its 
defnanrifl for a new budget 
deal so for that the fragile 
north-south consensus on 
enlargement could, fract u re. 
The Greeks, Italians, Portu- 
guese and Spanish have 
gone along with plans to 
expand the Union east of 
the Oder; but they know 
that the long-term effect 
will be to tilt the centre of 
gravity in the Union away 
from the south. They are 
sceptics who need persuad- 
ing, not bullying. 

Take the German-led call 
to cut off cohesion funds for 
countries that qualify for 
Emu in 1999. The Spanish 


and Portuguese, who intend 
to join the single currency 
in 1999, believe (heir success 
will penalise them. 

The argument over 
money is sure to last until 
the German election In Sep- 
tember 1998. It wffl poison 
the air, just like Margaret 
Thatcher’s campaign for a 
new budget deal did in the 
1980s. Compromise will be 
more difficult in other 
areas, notably whether the 
newcomers from the east 
should have to sign up to 
every detail of the acquis 
communautatre, the com- 
plex set of rules ranging 
from TTrinimrrm social Stan- 
dards to the application of 
competition law, before they 
can become members. 

A foretaste came this 
summer during the manoeu- 
vrings irwriria the European 
Commission on which of the 
10 applicant countries of 
central and eastern Europe 
should win the Commis- 
sion's approval. Hans van 
den Break, the Dutch com- 
missioner handling enlarge- 
ment, resisted pressure 
from a «™n group around 
President Jacques Sarrter - 
known as the Four Muske- 
teers - to restrict the short- 
list to three - the Czech 
Republic, Poland Hun- 
gary. In the end, he won 
approval for including 
Estonia ap d Slovenia. 

On the face of it, the deci- 
sion was taken on objective 
grounds. Commissioners 
were given a check list 
showing each applicants’ 
progress in passing laws 
complying with the acquis. 
In practice, political judg- 
ments prevailed - and 
Estonia's rapid transition to 
market economy carried the 
day. Those check lists have 
mysteriously disappeared. 

Enlargement will go 
ahead. The commitment 
stands. But once a pifa tVir» 
EU risks being seen by the 
world as myopic in the face 
of an historic challenge. 

This is Lionel Barber's 
inaugural column. He will 
unite about Europe every 
other Wednesday. 
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Five years an 
and there has 
still been no 
post-mortem. 
As John 
’Major reflects 
on the loneli- 
ness of poUtr- 
1 cal retire- 
ment, he doubtless looks 
back in angst to that fateful 
Wednesday in September 
1992 when sterling tumbled 
from the European exchange 
rate mechanism. It was the 
day that broke his authority 
and split the Tory party. 
Whatever other reasons may 
be adduced for Tony Blair's 
subsequent election victory, 
this was the moment that 
made it possible. 

But if Black Wednesday is 
seen as one of the great 
national defeats in British 
postwar history - compara- 
ble to, say, the Suez debacle, 
Harold Wilson’s devaluation 
in 1967 or James Callaghan’s 
humiliation by the Interna- 
tional Monetary Fund - pre- 
cious little attempt has been 
made to learn it»csnn« 

Memories of the day still 
jangle the naves of the cabi- 
net ministers whom Mr 
Major had summoned, in 
Kenneth Clarke's inimitable 
phrase, "to put their founds 
in the blood”. Norman Lam- 
ent, the then chancellor, 
would later brag he had 
sung in his bath after ster- 
ling escaped the straltjacket 
of the JERM. Most took away 
from the experience an over- 
whelming and, for politi- 
cians, frighteningly unfamil- 
iar sense of power! essness. 

The government’s eco- 
nomic policy had been built 
around defending sterling’s 
central rate of DM2.95. A few 
day's writer the p rim** min- 
ister had said devaluation 
would be a "betrayal”. Close 
to $40bn was spent from the 
Bank of England’s foreign 
currency reserves to honour 
his pledge to defend the 
pound. Interest rates were 
raised by an unprecedented 
5 percentage points. And, 
wi thin a few hours, it had all 
been washed away by the 
markets. 

There were also, it should 
be said, moments of hiaefr 
comedy. Building works in 
Downing Street had forced 
Mr Major to decamp to 
Admiralty House, further 
along Whitehall. It had pre- 
cious few telpphrmag and pf > 
computer screens. Aides 
were obliged to dash to and 
from No 10 to chart the 
pound’s fall. At one paint, 
the most senior ministers in 


Unhappy 

anniversary 

Philip Stephens says no 
lessons have been learned 
from Black Wednesday 



the government were sent 
out in search of a transistor 
radio. 

Some of the lessons of the 
debacle were obvious. Ster- 
ling's rate 'against the 
D-Mark, fixed at DM2.95 
almost by chance two years 
earlier, had been elevated 
into a badge of national 
pride. 

No matter that economic 
conditions in Germany and 
Britain demanded a loosen- 
ing of the link; or that, laced 
with interest rates at Ger- 
man levels, the British econ- 
omy was heading from reces- 
sion to slump. Politicians 

harf imrie tha fatal nrigtefca 

of believing their own rheto- 
ric, of kidding themselves 
that the markets would bow 
before a few bold words. In 
1992 devaluation should 
have been seen as a sensible 
response to changing eco- 
nomic circumstances. 

Tncteari it WHS gfrigmafigari aq 

an admission of failure. 
There was also the little 

Fnginnripr mentality which 

blinded the government to 
thinking within the Bundes- 
bank. Mr Lamont and his 
advisers lectured rather than 
listened. As one senior offi- 
cial would later remark rue- 
fully: "We were never much 


good with foreigners." 

Mr Major, though, decreed 
that no Inquest be held. The 
story was to be that the 
forces that had driven the 
pound from the ERM had 
been unpredictable and irre- 
sistible. The cabinet was 
htefnaiaas if anyone was cul- 
pable, it was the Bundes- 
bank, which had failed to 
cut its interest rates. 

This refusal to accept 
responsibility was to be the 
prime minister’s downfall- In 
theory, the government’s 
new-found freedom in eco- 
nomic policy was to its great 
advantage. Mr Lamont. 
whose refusal to resign made 
his later dismissal inevita- 
ble, could not have been 
quicker in declaring he 
tntenriprf to run a "British” 
economic policy, free, in 
parenthesis, of interference 
from those nasty Europeans. 
And soon enough, the econ- 
omy did recover, delivering 
the happy combination of 
low inflation and strong, 
export-led growth all British 
governments dream at 

Prime minister and chan- 
cellor, though, never 
received the credit. Some 
would say this was because 
the civil war in the Tory 
party over Europe, which 


followed Black Wednesday, 

destroyed any remaining 
shreds of political credibil- 
ity And doubtless that 
played an important part. 

But. in my estimation, the 
overriding reason was the 
refusal to apologise - to 
show even the merest touch 
of humility in the face of 
such a reversal. It was only 
on the eve of this year's gen- 
eral election, more than four 
years after the event, that 
Mr Major could bring him- 
self even to bint at his 
regrets. By then the voters 
had concluded the upturn 
had come in spite of, and not 
because ot the government’s 
policies. 

A post-mortem ifognt also 
have drawn out one or two 
subtler lessons. The first is 
the risk Inherent to a system 
of government that allows 
the prime minister and chan- 
cellor a complete monopoly 
over the management of the 
economy. I recall Douglas 
Hurd, the then foreign secre- 
tary, remarking that the 
events of Black Wednesday 
had come as a complete 
shock. His European policy 
had been torn up by the 
financial markets, but not 
once in the preceding 
months bad there been a 
cabinet discussion about the 
seriousness of the threat to 
sterling or the options for 
evasive action. Mr Clarke, 
too. knew only what he read 
in the newspapers. 

Secretive government 
leads, by and large, to had 
government, a moral that Mr 
Major might have drawn 
from Wilson’s ill-fated 
attempt to prop up sterling 
25 years earlier. Gordon 
Brown, the chancellor, is 
promising an open stylo of 
economic management, but, 
if his first Budget is any pre- 
cedent. he too intends to 
share the big decisions only 
with Mr Blair. 

A final lesson, relevant in 
the approach to the single 
currency, is that Whitehall 
in general, and the Treasury 
in particular, must shed the 
arrogant insularity that has 
followed the end of the 
empire. If the scorn heaped 
by senior officials on the 
Franco-German commitment 
to Emu is an indicator, noth- 
ing has been learned since 
Mr Lamont and his aides 
tried, and foiled, to bully the 
Bundesbank. We know best, 
they will tell Mr Blair. They 
don't. 

Philip Stephens is author 
of Politics and the Pound, 
published by Macmillan 
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Financial chaos if weaker Emu 
entrants are later forced out 


From Mr Walter Bltis. 

Sir, The risks to the euro ■ 
between 1999 and 2002 - to 
which Samuel Brittan 
referred In his article "Cloud 
over the euro" (September 
11} - would arise as soon as 
thp possibility that a country 
might withdraw from Emu 
began to be discussed. Sev- 
eral commentators have spo- 
ken of the possibility that 
countries might be included 
that cannot sustain conver- 
gence without an i mpa c t on 
unemployment their popula- 
tions find unacceptable. 

I have had a considerable 
response to my Centre for 
Policy Studies paper, The 
Creation ami Destruction of 
Emu, including a letter from 
an economist in Frankfurt 


who told me that the 
response of “central bankers 
here" was, “If everybody 
holds Marks, we shall be on 
a Mark-standard and convert 
them eventually into euros". 
Difficulties would only arise 
“as soon as doubts as to the 
sustainability of thp cur- 
rency union are widespread. 
The crisis wiD be clearly vis- 
ible as soon as governments 
start to discuss the exchange 
rates to case of dissolution”. 

AH are aware how rapidly 
suspicion in the press and 
flnarwriai markets that some- 
thing is possible can lead to 
the creation of conditions 
where it actually reaches the 
political and economic 
agenda. This danger to 
Europe, which Richard 


Partes regards as a “non 
problem" with which econo- 
mists should not confuse 
“the public, markets and pol- 
iticians" (Letters, September 
15), will be avoided if Emu 
membership is confined to 
countries that actually 
achieve a sustainable con- 
vergence with Germany. 

If countries with weaker 
economies fridge their way 
in. and are subsequently 
forced out, chaos to financial 
markets with huge profits 
for those who succeed in pre- 
dicting the course of events 
are bound to be be among 
the consequences. 

Walter Bltis, 

Exeter College, 

Oxford OX1 3DP, UK 


Heinz board meanz business 


From Mr D. Edward 
L Smyth. 

Sir, I read your article 
"Corporate control" (Septem- 
ber 15) with interest and 
would make the following 
points: 

• The management devel- 
opment and compensation 
committee, which recom- 
mends the choice of chief 
executive officer, is com- 
posed entirely of outside 
directors. The nominating 
committee, which screens 
and recommends new candi- 
dates for the board, is 
chaired by an outsider and 
has a majority of outside 
directors. 

• In response to CREF. 


Heinz published in this 
year’s proxy its corporate 
governance statement which 
is nearly 20 years old. 

• Heinz is not only “not 
doing badly" but, during the 
past 20 years, the annualised 
shareholder return has been 
21.8 per cent - superior to 
Campbell at 20.7 per cent. 
Daring the past five years, 
the return has been 16 per 
cent, equal to the Standard 
& Poor's food index. 

• In the past year, the 
board has taken a number of 
widely applauded actions, 
especially the largest reor- 
ganisation in the company's 
history. An orderly succes- 
sion process, tme of the 


important responsibilities of 
a board, is also to place. 

• The shareholders of 
Heinz recognised this 
achievement on September 
10 by overwhelmingly 
approving an of the directors 
by casting 98.6 per cent of 
their votes - one of the high- 
est ever cast - to favour of 
the reelection of the board 
as stated. 

Ted Smyth, 

vice-president, corporate 
affairs, 

HJ. Heinz Company. 

M0 Grant Street, 

Pittsburgh, 

Pennsylvania 
15^*2657, US 


Cigarette tax draws in conflicting issues 


Pram Mr Eric Chester. 

Sir, The leader “Weed con- 
trol" (September 9), concern- 
ing cigarette taxation. raised 
some interesting issues. 
Imposing a high tax on the 
purchase of cigarettes is 
obviously a good thing , as it 
would put the items out of 
the financial reach of the 
young, and might make 
occasio nal smokers think 
twice about buying that 
pack at the bar. 

Of course it would be hyp- 
ocritical to then say that 


alcohol should not be taxed. 
And therein lies a problem. 
Those of us who do not 
smoke, but who enjoy a 
glass of wine or beer with 
their evening meal, would of 
course cry “Unfair!” were we 
to be taxed any more for our 
ch o i ce of intoxicant 
Surely we should set an 
example for our smoking 
brethren by fairing our 
lumps. Or would this give 
the message that alcohol is 
as bad as smoking? (We 
know sclerosis of the liver is 


a danger for heavy drinkers, 
but moderate amoktog is 
known to he harsher on the 
body than moderate drink- 
ing.) 

This difficulty is extremely 
perplexing and it raises a 
great many questions for 
those states thinking 
about imposing such 
a tax. 

Eric Chester, 

162 Buckley, 

Barrington, 

mmols Gooio, us 


High point 
of German 
correctness 

From Mr Charles Brune. 

Sir, I refer to Observer's 
story “Summit's up" (August 
28). in which “German thor- 
oughness has solved another 
little problem". • 

Since the matter seemed 
strange to me and intended 
to have a good laugh at the 
“correct" Germans, I have 
investigated the matter. 

The fact is that there was 
no construction piled up on 
the mountain, but during an 
inspection it was found that 
a former pillar, which was 
the highest point of the 
mountain and an add i tional 
rock, had been destroyed in 
the course of the passing 
years. Therefore the survey 
found that the mountain was 
now only 1,140m high and 
this was recorded accord- 
ingly in the new maps. 

You were wrong in two 
points: 

• No building was erected 
to save correction of the 
hpight.. 

• The map was corrected. 

This letter comes from 

an ot her thorough German 
who investigated the matter 
thoroughly. 

Charles Brtme, 

Hans Carolina, 

Hanptstrasse 171, 

D-68535 Edingen, 

Baden, Germany 


Hyperbole 

From Mr Mike Onuskko. 

Sir, If Marion Bowman 
(Letters, September 13-14) of 
ITV truly believes the death 
and funeral of Diana, Prin- 
cess of Wales, represent (a) 
“a constitutional crisis" and 
(b) “the most important 
moments [sic] in post-war 
British history", God help us 
all. 

When senior broadcasters 

indulge in such ignorant 
hyperbole, what dia^ have 
the uninformed and impres- 
sionable among their view- 
ers and listeners? 

Mike Grous hkn , 

49 Bushey Grove, 

Bnshey, Herts WD2 2JG, UK 
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Asia’s 

money 


One of the few currencies to 
re main untouched by the tur- 
moil in Asian markets is tin* 
Chinese yuan. But th*n st could 
hardly be otherwise. Rinry there 
is only a limited foreign 
exchange and money market in 
China, it is easy for the authori- 
ties to manipulate the exchange 
| rate and speculators have no 
c hanc e of launching an attack. 

Still that does not free China’s 
economic managers from head- 
ache. A large part of China’s 
most recent export success 
reflects the devaluation that 
occurred in January 1904. In the 
three following years China's 
annual exports rose by $65bn, a 
much faster rate than the rest 
of Asia. The increase alone is 
more than the total exports of 
| Indonesia and Thailand last 
year and almost as much as 
those of Malaysia. 

After the devaluation China 
i kept the yuan steady on the 
exchange markets, but this 
involved resisting upward pres- 
sure on the currency rather 
I than preventing farther decline. 
By adding to its reserves and 
creating tax rebates for export- 
ers, China was stiD pursuing a 
cheap currency policy. 

One of the factors provoking 
the currency crisis in south-east 
Asia was thus the acute compe- 
tition these countries were fac- 
ing from China. Southeast Asia 
has made its own mistakes 
through poor management of 
t monetary policy, failure to regu- 


late banks effectively and delay 
in upgrading the skills of its 
workforce. But the task of 
recovery would become immea- 
surably harder if China were 
also to allow its currency to Call 

There is no sign of that hap- 
pening so far. Yet the flow of 
foreign direct investment into 
China is slowing. Pressure to 
adjust the yuan downwards 
could grow if south-east Asia 
starts to steal export share in 
the wake of its own devaluation. 
With domestic demand weak - 
and an inevitable rise in unem- 
ployment as state enterprises 
are reformed - China badly 
needs a buoyant export sector 
to bolster growth. 

The realisation that falling 
south-east Asian currencies 
were not in China's own inter- 
est may well have been a con- 
sideration behind its unprece- 
dented decision to put $lbn Into 
last month's Thai rescue pack- 
age. That was a constructive 
move. The same could not be 
said of any attempt to lower its 
own currency. 

China is now a significant 
force in the region's economy - 
and the world’s. What it does 
with its currency matters. It has 
rightly kept aloof from the 
devaluation mood seeping the 
rest of Asia. Any change of 
heart would commit Asia to a 
prolonged period of beggar-my- 
neighbour policies with damag- 
ing consequences for regional 
growth and stability. 


Helms effect 


On the face of it, William Weld 
may have looked an imaginative 
choice to be Bill Clinton’s 
ambassador In Mexico. As a 
leading Republican, he should 
have been well placed to repre- 
sent the US government as a 
whole, including the powerful 
legislative branch. And having 
wrestled with America's drug 
problem - first as head of the 
criminal division of the justice 
department, more recently as 
Governor of Massachusetts - he 
could claim to have real exper- 
tise on one of the most sensitive 
bilateral issues in US-Mexican 
relations. 

In reality the choice was 
imaginative in a different way. 
By getting Mr Weld out of the 
Massachusetts state house it 
cleared the way for an 
up-and-coming Democrat, 
Joseph P. Kennedy H. And by 
exposing a liberal Republican to 
the tender mercies of Jesse 
Helms, the arch-conservative 
chairman of the Senate Foreign 
Relations Committee, it sharp- 
ened divisions and Increased 
discomfiture among Mr Clin- 
ton's opponents. 

Mr Weld himself, who 
declared even before being for- 
mally nominated that he was 
“not Senator Helms’s kind of 
Republican”, hardly behaved 
like a man who expected or 
even wanted to get the job. He 
may rather have wanted to free 
himself from his governorship 
and position himself as a poten- 


tial presidential candidate in 
2000 - the man who could bring 
the Grand Old Party back 
within hailing distance of mid- 
dle American opinion. 

Mr Clinton too, while he went 
through the motions of fighting 
for his nominee, is probably not 
displeased either at having pro- 
voked a demonstration of Mr 
Helms’s power within the 
Republican party, or at having 
set the stage for a battle royal 
In that party which can only 
help the presidential ambitions 
of Vice-President Al Gore. 

What seems almost to have 
been forgotten in all this is that 
ambassadors have a job to do, 
and that the senate's task is to 
check their qualifications for 
doing it. What was demon- 
strated once again, for anyone 
who did not know it, was the 
extent to which procedural 
rules can be exploited by a sin- 
gle powerful and determined 
legislator to prevent the senate 
as a whole from carrying out 
this task. In a free vote on the 
senate floor, and perhaps even 
In the committee, Mr Weld 
might well have been con- 
firmed. But Mr Helms was able 
to prevent either body from vot- 
ing, and could probably have 
continued to do so for many 
months. 

That, it seems, is a fact of 
American political life. It is not 
one for which foreigners should 
be expected to make many 
allowances. 


Human rights 


The UK government seems 
about to take a feeble approach 
to incorporating the European 
Convention on Human Rights 
into English Law. 

It has, broadly, two options. 
First it could tell the courts to 
use the convention to guide 
their judgments wherever possi- 
ble, but without allowing them 
to overturn established statutes. 
This is the weaker form of 
incorporation. 

The second and stronger form 
, would be to declare that the 
convention was superior to Brit- 
ish statutes, so that domestic 
I courts could strike down any 
provisions which were held to 
conflict with it This stronger 
form of protection is what Brit- 
ish people should now be given 
if the government is really seri- 
ous about its manifesto commit- 
ment to adopt the convention. 

Traditionalists may argue 
that a country with a proud his- 
tory of defending individual lib- 
erties does not need to supple- 
ment pgjgting laws with foreign 
principles. But in an increas- 
ingly complex system of laws, 
infringements of basic human 
, rights may be enacted without 
! the original lawmakers quite 
knowing what they were doing- 
i Nor is Britain's record a shining 
I one. Since 1966, when British 
I citizens gained the right of pen- 
I tion to the European Commis- 
sion on Human Rights in stn ^ 
bourg, there have been almost 
! 40 important decisions against 
the UK, more than for any o t “ er 
signatory. 


Appeal to Strasbourg is 
expensive and the average case 
takes about six years. It is not 
surprising therefore that there 
is a strong popular desire for 
remedies under the convention 
to be available through British 
courts. 

It may be that the UK govern- 
ment is frightened of giving its 
courts similar powers to that of 
the US supreme court in inter- 
preting the constitution. This 
allows US judges to make law 
on issues such as abortion or 
assisted suicide. However, in 
the UK, any such judgments 
which Parliament considered 
fundamentally wrong could be 
negated by a future Act which 
explicitly over-ruled the conven- 
tion. 

Under the weaker proposals, 
which the government is now 
considering, courts would 
merely have power to draw 
attention to conflicts between 
the convention and British stat- 
utes. Although Parliament 
could, and probably would, put 
the matter right in due course, 
this would be a slow and uncer- 
tain remedy for wronged indi- 
viduals, compared with protec- 
tion under existing law. 

The stronger form of incorpo- 
ration would in any case not be 
wholly unfamiliar. It would be 
analo gous to the way in which 
EU law is now interpreted by 
British courts. In safeguarding 
the electorate's rights, anything 
less would be a breach of faith. 
The government urgently needs 
a second opinion. 


Forces to be reckoned with 

Latin America’s armies are not the threat they were but have too 
much power over the region’s democracies, says Stephen Fidler 


L atin America's armed 
forces have been 
marching back into the 
news, making a new 
generation of foreign 
investors aware of their presence 
and raising questions about their 
obedience to the region's elected 
authorities. 

In Paraguay, Bolivia, Peru, 
Ecuador and Chile, all countries 
with a history of military inter- 
vention in politics, the role of the 
armed forces as arbiters of power 
has been made apparent again. 
Even in countries with no such 
recent tradition - such as Colom- 
bia and Mexico - there are signs 
that the military's role is grow- 
ing. 

So are Latin America's armies 
tired of playing second fiddle to 
elected politicians? And are they 
a risk to the market-orientated 
democracies that have emerged 
over the past 15 years? 

On the face of it. the answer to 
both questions is no. Measured 
by the yardsticks of their own 
past and the role of armies in 
other developing countries, Latin 
America's armed forces play a 
minor role. According to the UN 
Development Programme, gov- 
ernments in Latin America and 
the Caribbean spent about 2 per 
cent of gross domestic product on 
their armed forces in 1995, the 
same as 10 years earlier. This is 
less than in south-east 
Asia.where military spending 
accounted for 3 per cent of GDP. 

“I don’t see any great danger of 
the military coming back in a 
formal way to take control, ” says 
Michael Shifter from the Inter- 
American Dialogue, a 
Washing ton-based thinktank. 

Formal coup attempts certainly 
seem to be unfashionable. The 
armed forces had a clear chance 
to take over power in Ecuador 
when the former president, 
Abdald Bucaram. was ousted this 
year amid popular protest The 
military helped broker the settle- 
ment but chose not to take over. 

There has also been a change 
in the international environment 
In Paraguay, an attempted coup 
collapsed last year after the Bra- 
zilian government made it clear 
that any military-run Para- 
guayan regime would immedi- 
ately be kicked out of the Merco- 
sur trade grouping, which also 
includes Argentina and Uruguay. 

However, says Mr Shifter, 
“there Is a mistaken assumption 
by a lot of people that the return 
to constitutional civilian govern- 
ment would necessarily translate 
into a reduction of the role of the 
military. This had contributed 
to u a lack of attention paid to the 
military which has had serious 
and negative consequences”. 

In some countries, the army is 
still not under fall civilian con- 
trol. In others, armies have 
become more influential, not less, 
as they have been drawn into the 
fight against drugs. In short, 
measured by the yardstick of 
Europe or the US, Latin Ameri- 
can armies still wield a surpris- 
ing amount of power. 

So where are the problems con- 
centrated and where have they 
been overcome? Despite the deep 
problems still faced by central 
American countries embroiled in 
civil war during the 1980s. devel- 
opments there have been encour- 
aging. In Nicaragua, embroiled in 
civil war during the 1980s, mili- 
tary spending dropped from 14-2 
per cent of GDP in 1985 to 1.8 per 
cent a decade later. Panama's 
army was recently abolished. 


Latin America’s still powerful armies 
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At the other end of the conti- 
nent. the military establishments 
of the two largest economies, 
Brazil and Argentina, have been 
largely quiescent. Argentina's 
armed forces suffered a huge loss 
of prestige after defeat by Britain 
over the Falkland Islands; mili- 
tary spending has more than 
halved to 1.7 per cent of GDP in 
the 10 years to 1995. 

Even so. a US decision to 
resume arms sales to Latin 
America this year and its naming 
of Argentina as a “dose non-Nato 
ally" have worried politicians 
and generals in a part of the 
world where border conflicts 
have proved troublesome. 

US policy in Colombia has also 
been criticised especially for its 
decision this year to cut off all 
aid - except for funding the mili- 
tary fight against drugs. 

According to the Institute of 
International Strategic Studies in 
London the decision "strength- 
ens the military and weakens the 
civilian authority, a policy at 
odds with the prevailing trend of 
supporting civilian, democratic 
governments throughout Latin 
America". 

Indeed, the drugs war has been 
an important factor in increasing 
the power of the military in those 
countries where trafficking is 
rife: Colombia, Peru, Bolivia and 
Mexico. 


In Colombia and Peru, guerrilla 
insurgencies have also led to an 
increase in the role of the mili- 
tary in the past few years, 
though in Peru the problem is 
less marked than in the 1980s. In 
both countries, human rights 
abuses by the armed forces are 
repeatedly condemned by inter- 
national organisations such as 
Amnesty International 

In Colombia over the past 10 
years, the combined military and 
police budget has risen from 2.4 
per cent to 3.5 per cent of GDP 
and personnel in the forces now 
number more than 250,000. (For 
comparison, central government 
spending on health represented 
2.4 per cent of GDP and on educa- 
tion 3.9 per cent). Apart from 
1953 to 1957, when the armed 
forces took power to try and stop 
a raging civil war, the military 
have stayed out of politics. 

Yet the loss of credibility of 
President Ernesto Samper's gov- 
ernment following evidence that 
his election campaign was funded 
by drug traffickers, prompted 
senior officers to sound out the 
US ambassador for reaction to a 
possible coup last year. Nothing 
came of this. 

According to the former Boliv- 
ian president, Gonzalo S&nchez 
de Lozada: “Any president in 
Peru or Bolivia has to have a 
very close relationship with the 


armed forces", which considered 
themselves the “guardian institu- 
tion" of the country. It was hard 
to imagine, he said, that the elec- 
tion this year to the Bolivian 
presidency of the former dictator. 
General Hugo Banzer. “did not 
signify much deeper relations 
between the army and the gov- 
ernment". 

Democracies are not supposed 
to go to war with each other but 
Peru and Ecuador fought a bor- 
der conflict in 1995, which raised 
the profile of the military in both 
countries. In Peru, President 
Alberto Fujimori has enjoyed a 
generally symbiotic relationship 
with the military since taking 
office in 1990. In 1992. he staged a 
so-called “constitutional coup" 
against Congress, which was 
blocking his reforms. He could 
not have succeeded without mili- 
tary backing. However, military 
spending has been kept under 
tight rein and there is conse- 
quent frustration over poor pay. 
the blocking of promotions and 
out-of-date weaponry, which hurt 
performance in the 1995 conflict 
with Ecuador. One leading Peru- 
vian entrepreneur says the 
armed forces have been over- 
looked to the economic moderni- 
sation. of Peru during the 1990s, 
and represent a danger to further 
economic advance. 

Ecuador is an extreme case of 
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Hagen stays 
in the cold 

il As Norway's politicians get 
down to haggling after Monday’s 
inconclusive general election. 

. Carl Ivar Hagen, leader of the 
rigfctwtog Progress party, will 
remain locked out of what In 
.healthy Scandinavia should be 
< largely smoke-free rooms. 

Smooth-talking, 
blazer-wearing Hagen got 15 3 
per cent of the vote - second 
only to the Labour party of 
outgoing premier Thorbjoern - 
Jagland - partly by promising to 
; speed dollops of Oslo’s oil 
wealth on the old and the sick, 
while also cutting taxes. 

’ '. But his anti-immigration 
policy means none of Norway’s ' 
, other parties would he seen dead 
talking turkey with him. Kjell 
Magne Boadevft, the rigar- 
smoking ex-clergyman leader of 
the Christian Democrats, wiB try 
to fonn a centristgovermnent 
without ids support. 

Hagen accuses everyone else . 
of pursuing a “get Hagen” policy 
and he even bad to endure eve-' 
of-pdfi good wishes from French . 
- arch-rightist Jean Marie Le Pen, 
who he furiously dismissed as “a 
loathsome pure racist”. He 
wanted to be compared with 
figures like Ronald Reagan and 
Margaret Thatcher. . 

Hagen, then head ofthe 
Norwegian subsidiary of UK 


sugar company Tate & Lyle, had 
already tasted electoral 
disappointment when he entered 
politics in 1973, joining the 
Progress party at its inaugural 
meeting. In 1968 as a student to 
Newcastle, England, he stood on 
a rightwtog ticket for the 
vice-presidency of the UK's 
- National Union of Students and ‘ 
-was trounced by a promising 
young leftie called Jack Straw, 
now Britain's home secretary . 


Siesta tune 

■ Spain’s soon-to-be-pri vatised 
electricity generator Endesa 
hasn’t qtdte got the hang of the 
brave new tree-market world. 
Yesterday at 2 pm it issued a 
communique announcing a $2bn 
investment plan in Colombia - . 
then disappeared for a late 
lunch. No senior executives were 
edntaetahte at Endesa 
headquarters, andthe official 
spokesman had switched off his 
mobile phone. “We are available 
when we are available.” he told 
government officials when they • 
tracked him down at £45, Some 
old Spanish customs will be hard 
to change. 


Credit note 

■ Hungarian inventor. Lgjos 
Pikler had mixed feelings when 
the National Bank of Hungary 
produced its new FttO,OQQ ($55) 


banknote: he was delighted that 
it had lots of anti-forgery 
devices, less pleased that one 
looked oddly familiar. 

Pikler says he patented last 
year a way of heat-pressing 
banknotes to give each a unique 
‘‘fftogerprint* and took the idea 
along to the bank's note-printing 
subsidiary, which said it would 
be in touch. “The next thing we 
knew was the new note," says 
the 47-year-old entrepreneur, 
who’s now going to the courts 
claiming patent violation. 

The state banknote printer 
denies using Pikler’s Ideas and 
says it developed the note with 
“several international 
institutions” it doesn't want to 
name. Anyway, it says, heat- 
pressing is used on lots of 
things, like T-shirts. 

Pikler, who runs a pub to 
support his engineering 
experiments, says he has lost 
inventions before: “Such is life 
In Hungary,” he says. The new 
notes, at Ft 20 apiece to make, . 
cost the central, bank twice the 
price of previous issues. 
Depending ; an the decision of a 
Budapest court, they might cost 
a bit mare yet- 


Costly defeat 

■ Failure - like most things Jn 
modem Russia - is expensive. 
The cosmonauts who faffed to 
complete their mission aboard 
the fll-starred Mir spaCe station 


were threatened with having 
their pay docked. And yesterday 
ft was revealed that officials of 
the national football team, 
which hasn’t excelled recently, 
are facing big tax bills. 

Last week, the Russian 
football team was beaten by 
Bulgaria, severely jeopardising 
its chances of qualifying for next 
year’s World Cup. A demand for 
the officials to pay taxes on 
payments from Fife, and Uefa, 
respectively the world and 
European ruling bodies, was 
quick to follow. Gary Kasparov 
had better hang on to his world 
chess title. 


Defensive tactic 

■ Now that Swiss defence 
minister and ski buff Adolf Ogi 
has mounted a successful grab 
for the sports portfolio, he's . 
planning to rename his 
department the Ministry of 
Defence and Sport 
ffs.not going down well with, 
military types who think it 
makes Switzerland’s militia 
array look frivolous. But Ogi, a 
former director of the Swiss Ski 
Association, says the name 
change will boost sport’s profile 
and thus aid Switzerland's bid to 
host the 2006 winter Olympics. 
Maybe the ministry will find a 
new way to toughen raw 
recruits: anyone for a 20-mfle 
route march followed by a spot 
of icedanring? 


how armies have been able to 
hold on to influence in Latin 
America, even after they have 
lost power. When the military 
handed over to civilian politi- 
cians in 1979, It left in place the 
economic means to establish 
almost a state within the state 
The military-industrial complex 
has steadily expanded, often 
investing in partnership with 
local and foreign private capital 
Its many activities include min- 
ing, vehicle manufacture, a com- 
mercial airline, farming and even 
the luxury Marriott hotel being 
built to Quito. 

The regime also established 
that 15 per cent of government 
oil revenues should go to the 
armed forces. As this privilege 
was about to run out to early 
1995 - and as the then govern- 
ment was contemplating privatis- 
ing some military-controlled com- 
panies - the border war broke 
out with Peru. Congress 
rewarded what was seen as a suc- 
cessful military campaign by 
renewing the oil revenue provi- 
sion for another 15 years, while 
the privatisation idea was 
dropped. From the point of view 
of the Ecuadorean military, the 
war came at a convenient Hmp_ 

C hile was another 
country where the 
military's power was 
entrenched in 1989 
by an outgoing dicta- 
torship, leaving the army, air- 
force and navy with more formal 
autonomy than any other armed 
forces in the region. 

General Augusto Pinochet, dic- 
tator for 17 years, retires next 
March at the age of 82 as head of 
the armed forces. Retaining sig- 
nificant power in politics, the 
generals brook little civilian 
interference to their affairs. The 
president can veto a promotion, 
but has no powers to dismiss any 
officer, from the lowliest cadet to 
the commander-in-chief. 

Before leaving power the mili- 
tary set a floor for the defence 
budget, which must be adjusted 
yearly for inflat ion. The military 
also gets a 10 per cent cut of 
annual sales from Codelco, the 
state copper company. Those rev- 
enues - about 3300m a year, 
depending on the copper price - 
are for arms purchases. 

At least to Chile, a debate has 
started about the military's role. 
The publication last month of a 
“white paper” on defence was a 
first far Latin America. Defence 
until now has been “a taboo sub- 
ject", says Santiago Escobar, a 
Chilean defence analyst who 
worked on the document 
This is still true of the region 
as a whole. The region's fledgling 
democracies had other priorities, 
such as putting the economy in 
order, and did not wish to con- 
front the military. The result is 
that to a region that has seen 
widespread economic reform, the 
armed forces have been ignored. 
There is no modern army along 
the US or European model 
Given the weakness of some 
elected governments, it would be 
mistaken to conclude that Latin 
America's armed forces are 
spent Coups may be out of fash- 
ion, but the region's military 
establishments are still political 
forces to be reckoned with. 

Additional reporting by Sally 
Bowen in Lima, Justine Newsom 
in Quito, Santa Kendall in 
Bogota and Imogen Mark in Sant- 
iago 


100 years ago 

The Indian Trouble 
Simla. 16th Sept The Second 
Brigade of the MOhmand 
Force, under General Jeffreys, 
reached the North foot of the 
Rawal (Rambat) Pass on 
Tuesday without opposition, 
but during the night the ramp 
was attacked by the enemy, 
wbo kept up a heavy fire for 
six hours. lieutenants 
To mkins and Bailey Of the 
38th Dogras were killed and 
Lieutenant Harrington of the 
26th Punjab Infantry 
dangerously wounded- Two 
f enlisted] men were killed and 
five wounded. There were 25 
casualties to horses and 
mules. 

SOyearsago 

Australia Banks 
Sydney, 16th Sept. Australia’s 
parliamentary Labour Party 
has unanimously endorsed 
the Cabinet’s decision to 
nationalise all Australian * 
private trading banks. Private 
banks wxQ be prohibited from 
carrying on harking business 
in Australia, and the 
Commonwealth Bank will be 
empowered to take over the 
business at present conducted 
by private banks. The 
methods of acquisition are by 
agreement with the bank 
concerned or by compulsory 
acquisition of the shares on 
just terms pending 
agreement. 
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Car bomb paralyses 
Ulster peace talks 


By John Murray Brown 
in Belfast 


The scourge of terrorist 
violence returned to Northern 
Ireland yesterday, dealing a 
severe blow to government 
efforts to persuade unionist 
parties to join current negotia- 
tions on a political settlement 

A large car bomb devastated 
the centre of the small County 
Armagh town of Marke thill. 
The Ulster Unionists immedi- 
ately blamed the IRA, and 
called for Sinn Fein, its politi- 
cal wing, to be expelled from 

the talks, which the British 
and Irish governments were 
hoping to launch into a new 
phase this week. 

Yesterday's session of the 
talks , which are currently boy- 
cotted by all five unionist par- 
ties, was quickly adjourned as 
George Mitchell, the former US 
senator who is the talks chair- 
man. considered how to react 
to the UUP demand. 

Last night. Mo Mowlam, the 
Northern Ireland secretary. 


held a hastily arranged meet- 
ing with David Trimble, the 
UUP leader. 

The IRA denied involvement 
and last night the incident was 
being blamed on a breakaway 
republican group opposed to 
the peace process. 

The explosion came as the 
UUP seemed poised to drop its 
opposition to entering the 
talks- The party leadership had 
planned to go to the talks 
venue at Stormont Instead, 
the entire UUP talks team 
drove directly to the small loy- 
alist town, to see the damage 
wrought by the 4001b car bomb 
outside the police station and 
the nearby cattle market 

Ms Mowlam said the bomb- 
ing “may well have been a 
deliberate attempt to sabotage 
the Milks process. We must not 
let it succeed." 

Gerry Adams, Sinn Fein 
president, said the explosion 
was regrettable but should not 
be used as an excuse for union- 
ists to stay out of the talks. 

But Gerry Kelly, a convicted 


IRA terrorist and one of the 
party's talks team, said the 
incident should provide “an 
Incentive far all the parties to 
work harder” to find a settle 
meat His comment was seen 
by some as indicating that the 
bombing may have been a tac- 
tical IRA move. 

Mr Mitchell said it was 
“obviously an effort to blow up 
not just a police station but 
also the talks process". He was 
“more than ever convinced of 
the need" for parties to com- 
mit themselves to the princi- 
ples of democracy and non-vio- 
lence underpinning the talkn 

The bomb has increased the 
likelihood of loyalist retalia- 
tion following the IRA's rejec- 
tion of the Mitchell principles 
last week. David Ervine, of the 
loyalist Progressive Unionists, 
said he was “sceptical" of the 
IRA denials, issued to a radio 
station in Dublin. The Loyalist 
Volunteer Force, a protestant 
paramilitary group, warned it 
would “step up attacks In 
response to this bombing”. 


Mongolia to sell everything 


By Peter Montagnon, 

Asia Ecfitor, 
in London 

Mongolia hopes to auction off 
virtually its entire state sector 
within the next two years 
under a radical privatisation 
plan aimed at kick-starting its 
economy and opening its rich 
mineral sector to foreign 
exploitation. 

The sales will include Erd- 
net, the copper mining com- 
pany, which has sales of $250m 
accounting for 70 per cent of 
Mongolia’s foreign exchange 
revenues, as well as Gobi 
Cashmere which is responsible 
for 20 per cent of world output 
of raw cashmere, according to 
Oleg Gorelik, adviser to the 
state privatisation committee. 

In an “everything-must-go" 
approach, the government will 
also auction assets with little 


or no value for whatever cash 
it can raise, including - later 
this month - a resort for 
senior civil servants outside 
the capital Ulan Bator. 

The state will retain control 
of only a few assets, such as 
military hardware and its rail- 
way. which would be hard to 
sell because it is owned 
jointly with Russia, said 
Mr Gorelik. 

"Whatever the market is 
going to pay, the government 
will accept,” he said during a 
visit to London this week. 
“Some people say this is a 
crazy way to do reform, but 
this is such a small country. 
Either they do this, or the 
assets will rot for ever." 

With a population of only 
2jlm people in a country as big 
as the UK, Germany, France 
and Italy combined, Mongolia 
boasts one of the richest 


reserves of mineral resources 
in the world. But economic 
mismanagement under com- 
munist rule and a paralysing 
shortage of infrastructure have 
prevented it being exploited. 

The radical approach to pri- 
vatisation is the latest in a 
series of dramatic measures 
undertaken by the liberal 
Democratic Union coalition 
gove rnment elected last year. 

As might be expected of a 
government being advised by 
New Zealand, itself noted for 
economic policy innovation, 
the new government is 
engaged in fiscal reform and 
has abolished all tariffs, mak- 
ing Mongolia the only country 
in the world to levy no import 
duties. However, attracting 
investors is proving an uphill 
struggle, gi ven the difficulty of 
operating in one of the most 
isolated countries. 


Fast track I Easy Jet takes on Europe 


Continued from Page 1 

said they had taken steps to 
address the concerns of organ- 
ised labour and environmental 
groups when drafting the bill, 
but the actual legislation only 
makes a brief mention of these 
issues as formal goals. 

The bill calls on US trade 
negotiators to “to promote 
through the World Trade 
Organisation internationally- 
recognised worker rights and 
sustainable development”. 

Mr Clinton missed his 
self-imposed deadline to send 
the proposal to Congress last 
week after Democrats com- 
plained they had not been suf- 
ficiently consulted. Without 
their support it could be killed 
in the Senate by filibuster. 


Continued from Page 1 

bases outside its home coun- 
try. Mr Haji-Ioannou said he 
was considering regular ser- 
vices from Amsterdam to Nice 
and Barcelona in 1999. Hie air- 
line has been running a 
weekly service between 
Amsterdam and Nice since the 
summer. 

He said the Dutch operation 
would be run from EasyJet's 
base at London's Luton air- 
port Crew would be employed 
under UK law. avoiding the 
high cost of employing staff In 
the Netherlands. They would 
also fly on EasyJet's existing 
service between Luton and 
Amsterdam's Schiphol airport 

He said he was also consider- 
ing starting flights from Luton 


to Athens and from the Greek 
capital to Salonica, Crete, 
Rhodes and Corfu. He also 
pinmipri to apply for govern- 
ment licences to fly from 
Athens to Lamaca, Cyprus. 

Mr Haji-Ioannou, the son of 
a Greek ship owner, launched 
EasyJet in 1995, boasting that 
he would fly passengers 
between Luton and Scotland 
for as little as £29 one way. or 
“the price of a pair of jeans”. 

The airline has since begun 
flying from Luton to Amster- 
dam, Nice and Barcelona. 

EasyJet plans to start flights 
from Luton to Geneva and 
Palma, Majorca, in December. 
Mr Haji-Ioannou is also to 
begin flying from Liverpool 
airport to Nice and Amster- 
dam month. 


Sumitomo 
to close 
Frankfurt 
operations 
in shake-up 

By Paid Abra ha m s in Tokyo 

Sumitomo Bank, one of 
Japan's leading banks, is to 
close its Frankfurt operations 
as part of a rationalisation of 
its international businesses, 
marking a further blow to the 
global ambitions of Japanese 
banks. 

Shonsuke Kanzawa, the 
bank’s deputy general man- 
ager of international planning, 
said the rationalisation would 
take place mostly in the US 
and Europe. Activities in Asia, 
where Japanese corporations 
have been investing heavily, 
would continue to expand. 

He said he could not give 
further details. “We are con- 
templating a lot of measures. 
There is ample room for con- 
I solidation. Not as many offices 
will be required.” 

Nippon Credit Bank has 
already closed Its overseas 
operations. 

Sumitomo's decision is sig- 
nificant because it remains 
one of Japan's strongest 
banks. The move is part of its 
efforts to improve profitability. . 
but analysts also said, it was in 
response to poor performance 
in the domestic market. 

Japanese banks are prepar- 
ing for increased competition 
after the imminent deregu- 
lation of the banking industry. 
Earlier this month. Bank of 
Tokyo-Mitsubishi made provi- 
sions of Y1.076bn ($9bnj to 
cover folly bad and poorly per- 
forming loans. 

Sumitomo is expected to 
make similar write-offs. At the 
end of March, the bank admit- 
ted it had YLOTObn worth of 
problem loans on its books. It 
made net profits last financial 
year of just Y35-32bn. 

Mr Kanzawa said the Frank- 
furt closure, which would 
result in about 70 job losses, 
involved severe cuts in Sumi- 
tomo’s German bond under- 
writing and sales activities. 

“The German securities mar- 
ket is very difficult Further- 
more. the poor economic situa- 
tion in Germany and the 
advent of Emu [European eco- 
nomic and monetary union] 
make the outlook uncertain,” 
he said. 

Any remaining German 
bond business would be am- 
ducted from Dflsseldorf. said 
Mr Kanzawa. 

Last year, the bank 
announced it would reduce its 
workforce by L500 to 16,455 by 
the end of March 1999. In Sep- 
tember 1992. the bank 
employed 18,400 people. How- 
ever, according to brokers 
Salomon Brothers, the bank's 
sales, general and administra- 
tion expenses increased 2.6 per 
cent in the year to March 1995 
and 3J2 per cent the following 
year. But among City banks, 
Sumitomo's operating profit 
per employee of Y2L7m. was 
second only to Sanwa Bank. 
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Europe today 

A large part of Europe win be dry 
with sunny spells owing to a large 
area of high pressure centred near 
Hungary. Finland and the Baltic 
states will be cloudy with rain 
followed by sun and showers with 
a blustery wind. Norway will be 
windy, cool and showery, 
especially along the west coast 
and over the mountains, but areas 
sheltered from the north-westerly 
airflow wifl remain dry. The 
Mediterranean will be very warm 
and mostly sunny but Isolated 
thunderstorms are likely over 
western and central areas, 
especially southern Italy. 

Five-day forecast 

Most of Europe will be fine and dry 
but Finland and the Baltic states 
wiO start cloudy with rain fbflowed 
by sun and showers. Norway wiH 
be cod and showery. The western 
Mediterranean wiB be very warm 
and mostly sunny but isolated 
thunderstorms are tikefy over 
southern Italy. 



TODAY'S TEMPERATURES 


Situation at midday. Temperatures maximum tor day. Forecasts by PA WoatharCantm 


Abu Dhabi 

Accra 

Algiers 

A mste r dam 

Athens 

Atlanta 

B. Aires 

B-ham 

Bangkok 

Barcelona 


Maxlmum\ 
CateiusV 
sun 37 
iatr ZB 
shower 29 
shower 19 
fair 26 
fair 32 
far 19 
dowdy 19 
thunder 36 
fair 24 


Berlin 

Bermuda 

Bogota 

Bombay 

Brussels 

Budapest 

C.hagen 

Cairo 

Caracas 


fair 23 
doudy 16 
cloudy 20 
fair 21 
tor 29 
thunder 19 
shower 33 
doudy 20 
sun 21 
rain 17 

sun 32 
thunder 32 


Cardiff 

Casablanca 

Chicago 

Cologne 

Dakar 


Delhi 

Dubai 

DubSn 

Dubrcwrak 

Edinburgh 

Pan 


doudy 18 

fair 26 
fair 23 
tor 22 
fair 31 
shower 38 
fair 33 
sun 40 
fair 18 
fair 23 
shower 16 
sun 28 


Frankfurt tor 24 

Geneva sun 22 

Gibraltar fair 25 

Glasgow fair 16 

H amb urg shower 19 

Helsinki ran 19 

Hong Kong shower 31 


Madrid sun 28 

Majcvca tor ZB 

Mafia tor 29 

Manchester fair 18 
Manila thunder 32 
Melbourne tor 17 
Mexico City thunder 25 
Warm shower 33 


Rangoon 

Reykjavik 

Rio 

Rome 

S. Frsco 

SeoU 

Singapore 

Stockholm 


We can't change the weather. But we can 
always take you where you want to go. 


Lufthansa 


taunted 

show 20 

Mbn 

sun 25 

Strasbourg 

Jakarta 

slwwr 32 

Montreal 

tar 22 

Sydney 

Jersey 

fair 19 

Moscow 

doudy 18 

Tangier 

Johannesburg Mr 17 

Munich 

fair 23 

Tel Aviv 

Karachi 

Sun 34 

Nairobi 

fair 25 

Tokyo 

Kuwait 

sun 41 

Naples 

doudy 28 

Toronto 

L Angeles 

fair 28 

Nassau 

shower 32 

Vancouver 

Las Palmas 

tor 27 

New York 

tor 27 

Venice 

Lima 

doudy 23 

Nice 

sun 25 

Vienna 

Listen 

sun 30 

Nicosia 

sun 30 

Warsaw 

London 

doudy 20 

Odo 

doudy 15 

Washington 

Lux-bourg 

doudy 21 

Paris 

fair 24 

Woffington 

Lyon 

Mr ZS 

Perth 

sham 20 

Winnipeg 

Madeira 

fair 27 

Prague 

tor 23 

Zurich 


thunder 31 
doudy 5 
thunder 26 
tor 26 
doudy 23 
fat 26 
fair 32 
shower 16 
fat 24 
shower 18 
fair 27 
sun 30 
shower 27 
thunder 28 
rain 17 
sun 22 
fair 23 
fair 21 
fair 29 
shower 14 
tor 19 
sun 21 


THE T F.X COLUMN 

High Marks 


The D-Mark’s two-year decline 
against the dollar appears finally to 
have stopped. Having fallen to a 

low of DM1.39 against the doTiar in 

early August, it has now rallied to 
around DML76. This has been a 
D-Mark move rather *hfln a dollar 
one: the outlook for the US econ- 
omy - continued strong growth and 
low inflation — has not changed. 
And the dollar hag name than held 
its own against the yen. In Ger- 
many, however, a combination of 
Strong growth and ri sin g Inflation 
has convinced markets that Ger- 
man interest rates must rise. 
Futures markets are now discount- 
ing short rates rising by 50 basis 
points by next June. 

Is the view that the next big move 
in currencies is a strong D-Mark 
credible? One risk is that the mar- 
ket is underestimating the potential 
for US interest rates to rise - but 
with German rates some 2K per- 
centage points below US, it is likely 
that interest rate differentials will 
shift in Germany’s favour, even if 
both are rising. There is also a view 
that structurally high unemploy- 
ment in Europe will prevent central 
banks raising rates aggressively. 
But this is unlikely: Independent 


IFTSE Eurotop 300 index 
940.2 (+14.2} 


Against the D-MarK (DM p«r J) 
1.90- - ■ 



stars to promote two products 
simultaneously - say Salomon’s 
golf clubs and an Adidas shirt. Or 
cross-fertnifitng technology - say 
iwfag Salomon’s ski-boot know-how 
to develop A duVm t rainer s. 

But worthy though all this is, 
Adidas is paying a nerve-racking 
price - 31 ttnws expected 1998 earn- 
ings - for a business whose profit 
growth looks none too exciting. 
True, golf equipment sales are high. 


central banks are in the business of But the market for ski equipment is 


meeting inflation, not unemploy- 
ment, targets- 

Then there is the euro, which 
will, in theory, replace the D-Mark 
in January 1999. Whether it will be 
“strong” or “weak” is hard to say. 
But as monetary union draws 
closer, the answer will become 
dearer, and will certainly affect the 
D-Mark. For now, though, it has the 
wind in its sails. A move to DM1.65 
lodes possible; more is unlikely. 

Adidas/Salomon 

Put together two businesses, both 
with strung sports brands, and do 
you end np with more than the sum 
of the parts? Adidas shareholders 
had better hope so. Otherwise, buy- 
ing out Salomon for FFr8bn ($L4bn) 
- a 19 per cent premium - looks 
rather an extravagance. And with 
little straight overlap between Adi- 
das’s strength (sportswear) and 
Salomon's (ski, cycle and golf equip- 
ment) there are certainly grounds 
for doubt. This is no straightfor- 
ward cost-cutting deal. 

Of course, there should be real 
scope to add value. The kn«ek will 
be to make a virtue of the groups’ 
differences, cross-selling products 
through each other’s distribution 
channels. Or using each other's 


in fV doldrums an d demands hefty 
investment to keep up with skiers' 
tastes. Such are the dangers of mar- 
kets susceptible to consumer whim 
- when demand is good it can be 
very, very good, but when fashions 
shift it can be horrid. Adidas’s offer 
suggests a w or ryingly nonchalant 
attitude to the risks. 

Eastman Kodak 

Kodak’s progress has been pretty 
snappy - in the wrong direction. 
Yesterday’s 12 per cent drop in the 
shares, triggered by the third earn- 
ings di sa ppo int ment in six months, 
means the former recovery stock 
has fallen 40 per cent this year. 

Not all the blame can be laid at 
the management’s door. T.ike the 
“Nifty” consumer groups, Kodak is 
suffering from a stronger dollar. On 
top of that, its main rival Fuji 
unleashed a price war in the US 
earlier this year, cutting prices by 
20 per cent and stealing market 
share. But Kodak can certainly be 
faulted for its tardy response. Only 
now is it talking of cutting prices. 

Instead, the group has made 
much play of its switch to digital 
imag ing, which records photo- 
graphs on computer chips instead 
at film- This may well be the tech- 


nology of the future and with $L5ba 
of digital sales last year - a tenth of 
turnover - Kodak has built the 
leading position in digital cameras. 
However, this may have led its 
management to take their eye off 
the battle against Fuji And new 
products have not generated the 
hoped-for revenue growth. 

■phe management’s latest actions 
- promising to cut more costs and 
sell small nan-core units - should 
help But cuts will have to be deep 
given that the once^osy duopoly in 
traditional film has evaporated. . 

Nevatheless. provided the manage- 

ment can get to grips with the core i 
business, investors should give its 
push into digital technology the , 
benefit of the doubt j 

Tesco 

J. Fins bury illustrates how a 
market leader can falter badly. 
Right now, though. Tesco resembles 
the leader in the annual UK Oxford- 
Cam bridge boat race - once in 
front very difficult to pass. Its lat- 
est results will certainly make 
unp leasant reading for rivals. It 
may be that UK food retailing is 
enjoying an unusually benign 
phase, but Tesco is developing a 
formidable competitive position. 

The combination of strong sales 
growth - 6 per cent Uke-for-hke - 
and a low 0.2 per cent increase in 
g p>ac mar gin underlines the strat- 
egy: Tesco is sacrificing potential 
margin enhan cement to drive sales 
growth. A higher petrol margin, 
improved buying power and better 
palps miv should have allowed a 
larger mar gin gain. But the com- 
pany is reinvesting to improve ser- 
vice, lower prices and thereby gain 
customers. And the more it 
increases sales, the more it will be 
able to carry cm such investment 

while maintaining its high return 
on capital. 

For rivals with smaller sales 
bases - Sainsbury’s UK supermar- 
ket sales are now some £3'/abn less 
than Tesco 's - it is not easy to 
compete. But the alarm bells will be 
rin g in g beyond the sector the roll- 
out of an aggressively priced bank- 
ing product and a successful hyper- 
market format shows the extent of 
Tesco ambitions outside food. The 
risk to the stock lies in its interna- 
tional ambitions. But even this 
should be low, given that the com- 
pany should already have learnt its 
lesson in France. 

Additional Lex comment on 
London Underground, Page 20 


This announcement appeals as a matter at record only. 


Billiton 


Billiton Pic 

Cmxtpoima in England and Wales under the Companies Act 1985 vriffi rntfstemd number 3196209) 

Placing of 

431,250,000 Ordinary Shares 

and 

Admission to listing on the London Stock Exchange 
Issue Price 220p per Ordinary Share 


Gktbal Coordinators 


Robert Fleming & Co. Limited 


UBS Limited 


Cazsnove & Co. Deutscto Morgan Grenfell Dnsdner Kleinwort Benson 

ABN AMRO Rothschild Goldman Sacha International Merrill Lynch International 


Union Bank of Switzerland 


Financial Advisors 


Robert Fleming & Co. Limited 


Co-Managers 


Burdett, Buckeridge & Young Limited 


Nomura International 


RBC Dominion Securities Inc. 


J.R Morgan Securities Ltd. 
Sodtitti Generate 
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INSIDE 


Zeglis has much 
to prove at AT&T 

.> Wall Street has not 
warmed to the possibil- 
ity that John Zeglis, . 
left, a corporate lawyer 
with virtually no direct 
management experi- 
ence, win win the top 
job at the country's big- 
gest telecommunica- 
tions company. But 
there Is grudging 
acceptance that the job 
is his to lose as the suc- 
cession at AT&T heads into its final stage. 

Page Jt6 

Bank privatisation comes under fire 

When an Investor consortium headed by Ted 
Arison, the US-Israeli billionaire, was awarded 
control of Bank Hapoahm. Israel’s biggest bank, 
the government celebrated the revival of its pri- 
vatisation programme. But criticism of the deal 
is mounting. Page 18 

Developer shielded from falling stocks 

In spite of plummeting Philippine property 
stocks, Ricardo Pascua, chief executive of Port 
Bonifacio Development Corporation, is in hi gh 
spirits. The company, which is turning a former 
military base into a 240 hectare city, is shielded 
as it is not listed on the stock market. Page 19 

Thom counts cost of lawsuit 

Shares In Thorn continue to fall as the City of 
London digests the implications of the US court 
ruling against the troubled rentals group. The 
New Jersey court law suit left it with estimated 
potential damages of $120m. Page 20 
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Global investors sought for stage two of merger to form Germany’s second-biggest bank 


Vereinsbank issue to raise $ 882 m 


By Andrew Fisher in Frankfurt 

Bayerische Vereinsbank will 
raise nearly DML5bn ($882m) 
from International investors as 
part of a DMSbn capital 
increase to push through the 
second stage of the merger to 
create Germany's second- 
biggest bank. 

German companies are 
Increasingly keen to tap global 
capital markets and have been 
encouraged by last year’s suc- 
cessful Deutsche Telekom 
issue in which retail and insti- 
tutional investors bought 
DM20hn of new shares. 


Next month, the remaining 
DM5bn government stake in 
Lufthansa, th e German airline, 
will be sold by an interna- 
tional share placing. 

However, the Vereinsbank 
issue will stretch the German 
stock market, which faces a 
heavy bout of capital-raising 
from Commerzbank, the Volks- 
wagen car group, and Thysseo, 
the steel and engineering 
concern. 

Vereinsbank's combined 
rights issue and global share 
offering is larger than origi- 
nally planned, with 36m shares 
being issued to replenish its 


balance sheet after a share 
exchange which formed the 
first step of the merger with 
Bayerische Hypotheken- und 
Wechsel-Bank. 

Hypo-Bank shareholders 
were offered shares in Allianz 
from Vereinsbank's stake of 10 
per cent in the insurance 
group. Vereinsbank obtained 
the necessary 45 per cent of 
Hypo-bank shares through the 
DM3bn exchange. 

Albrecht Schmidt C hair man 
of Vereinsbank, said that 
because of the decision to 
issue more than the 30m 
shares no further capital 


increase would be needed in 
the near future. 

The new bank - to be known 
as Bayerische Hypo- und 
Vereinsbank - will be active in 
retail, property financing, 
asset man agement and trea- 
sury business, but not in large- 
scale investment banking. Mr 

Schmidt Will be chairman of 

the bank after the merger 
takes effect next autumn. Mr 
Eberbard Martini, now head of 
Hypo-Bank, will retire. 

About DM1.6bn of the new 
capita] will be raised by means 
of a one-for-14 rights issue, 
with the price of the new 


shares to be fixed on October 
10. Yesterday Vereinsbank 
shares eased 75 pfennigs to 
DM93.95. 

JJ\ Morgan, the US invest- 
ment bank, and the two merg- 
ing German banks, will lead 
the DM1.4bn global offering. 
Bookbuilding to set the price 
range will start on October 22. 
A further DM250m worth of 
shares will be available to 
meet extra demand. 

Mr Schmidt said roadshows 
for institutional investors 
would be held in the UK, Swit- 
zerland, France and the 
Netherlands. 


Jobs takes on 
temporary role 
as Apple chief 


By Nicholas Denton 
in San Francisco 

Steve Jobs, the entrepreneur 
who co-founded Apple Com- 
puter and led the pioneering 
personal computer mute nr until 
he resigned under board pres- 
sure in 1986, has formally 
returned to the helm of the 
company. 

Mr Jobs, who has regained 
influence at Apple since he 
sold Next Software, a later 
venture, to the troubled PC 
company last December and 
took on the role of a part-time 
adviser, was yesterday named 
interim chief executive. 

The board, which is being 
advised by Heidrick & Strug- 
gles. an executive recruiter, is 
searching for a permanent 
chief executive. It expects to 
announce an appointment by 
the end of the year. Mr Jobs 
has consistently said he did 


not want the job permanently. 

Nevertheless, his temporary 
assumption of the post fills the 
management vacuum that fol- 
lowed the resignation two 
months ago of Gil Amelio, who 
helped revive National Semi- 
conductor but failed to restore 
Apple to profitability. 

The move formalises Mr 
Jobs’ role. Mr Jobs, who was 
named as a director of Apple 
along with allies such as Larry 
Ellison of Oracle in a board- 
room reshuffle last month, has 
been running the company 
since Mr Amelio’s departure. 
He led the negotiations that 
resulted in the $l50m invest- 
ment by Microsoft, the soft- 
ware group and Apple’s erst- 
while rival. Under Mr Jobs, 
Apple also reversed its policy 
on licensing its Macintosh PC 
technology to "clonemakers“. 

But the absence of a formal 
title for him, besides that of 
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Steve Jobs, Apple co-founder, yesterday returned to the helm as interim chief executive phot: nu« 


adviser or director, exposed 
the company to potential 
shareholder lawsuits. When 
Mr Jobs began discussions 
with Bill Gates, chairman of 
Microsoft, he was not officially 


an Apple employee. 

“The board needed to have 
somebody officially in charge." 
said Tim Bajarin of Creative 
Solutions, a Silicon Valley con- 
sultant close to Apple. "With- 


out an actual appointment, 
there were questions of legal 
fiduciary duties." Mr Jobs will 
continue to spend time at 
Pixar. a computer animation 
studio he chairs. 


KPMG to offer online information service 


By Nicholas Denton 
in San Francisco 

KPMG Peat Marwick is to 
enter the online business 
publishing market by provid- 
ing material for PointCast 
Business Network, a leading 
internet information service. 

KPMG, one of the largest 
international accountancy 
practices, will make the 
announcement today. 

To cement the alliance, 
KPMG is also taking an undis- 


closed stake in PointCast, the 
privately owned Silicon Valley 
company. PointCast pioneered 
broadcasting news over the 
internet. 

KPMG audits company 
accounts, advises on informa- 
tion technology and provides 
other consultancy services. 
KPMG’s foray into online 
media, in which it is joined by 
Coopers and Lybrand, is the 
most ambitious use of the 
internet yet by professional 
services firms. 


The growth of computer net- 
works has prompted KPMG to 
define its expertise as 
“knowledge management”. 

“All our services relate to 
some form of information.” 
said Roger Siboni, deputy 
chairman of KPMG. 

“This is a perfect venue for 
us to get to those people that 
are users of our services." 

KPMG will initially provide 
information on banking and 
consumer markets for two of 
the 10 Industry Insider chan- 


nels being launched today by 
PointCast, in addition to its 
general news offerings from 
companies such as Time 
Warner. Coopers & Lybrand 
will supply information on the 
telecoms industry. 

Once PointCast software is 
installed on a personal com- 
puter and the relevant channel 
selected, information related to 
a particular sector is automati- 
cally broadcast - or “pushed" 
- on to the user’s screen. 

KPMG. while relying on 


agencies and others for news, 
will originate much of the 
analysis. 

“For example, we wouldn't 
do a late breaking story on one 
bank acquiring another but 
instead provide information 
about trends, such as the bene- 
fits of consolidation,” said Mr 
Siboni. 

Initially, the basic Industry 
Insider channels will be free, 
but KPMG said it will share in 
any future subscription reve- 
nues. 


Niederhoffer 
sticks with 
Thailand 
despite loss 

By Jane Martinson in London 

Victor Niederhoffer. the 
colourful US financial specula- 
tor. lost $50m - almost half of 
his funds under management 
— by taking a b ullish stance 
on Thailand earlier this 
year. 

Last month, Niederhoffer 
Global Systems, the largest of 
his four futures funds, suffered 
the worst loss with a 50 per 
cent fall in value to about 
$25m. The fund has since 
recovered by about 17 per cent 
but is still down on tbe year to 
date. 

A friend of George Soros, the 
hedge fund guru, Mr Nieder- 
hoffer has about SUOm under 
management. 

In spite of the losses, Mr 
Niederhoffer remained confi- 
dent of his stance yesterday. 

Speaking from Connecticut, 
he said: “1 consider this to be a 
temporary market setback in a 
marketplace designed to shake 
weak people out of a great 
position." 

Mr Niederhoffer, who is 
famed for his contrary 
approach to investing, was 
□early ruined by the 1967 stock 
market crash but has made 
good returns since. 

Last year, Niederhoffer 
Global Systems made a re tu rn 
on funds invested of 46.35 per 
cent. He moved heavily into 
Thailand at the be ginning of 
the year partly because it was 
the world's worst performing 
stock market in 1996. 

But since the beginning of 
this year the Bangkok SET, 
the main Thai stock market, 
has fallen 37 percentage points 
while the Thai baht has lost 30 
per cent of its value against 
the US dollar. 

Rather than liquidate his 
holdings. Mr Niederhoffer has 
consolidated his position by 
withdrawing funds from other 
markets. “We have circled the 
wagons and we consider this 
to be an ideal time to be in 
Thailand." he said. 

He believes that Thai banks, 
which dominate the stock mar- 
ket and which have suffered 
sharp losses in recent months, 
are a sound long-term holding. 

He defines long-term as one 
or two years but believes the 
situation in Thailand will 
improve within “three to six 
months". 

The contrarian approach to 
investment can be very suc- 
cessful over the longer term 
but disastrous in the short 
run, especially as speculators 
typically borrow to finance 
their positions. 


Barry Riley 

US markets assess the 
Asian crisis damage 



Stage one of 
the Far Eastern 
financial crisis 
has involved a 
domino col- 
lapse of curren- 
cies and stock 
markets. It has 
also jolted, but 
not yet undermined, the bull 
market on Wall Street. The 
question now Is whether stage 
two will require a more active 
American political response. 

In the US securities markets 
there have been two main con- 
sequences since the Asian cri- 
sis deepened at the end of 
July. The US Treasury long 
band yield has risen from 6.3 
to 6.6 per cent as fears have 
grown of selling, by Far East- 
ern central banks, which have 
huge reserves of Treasury 
securities. 

Meanwhile the stock market 
setback (8 per cent at the 
worst for the Dow Jones Aver- 
age) has been focused on the 
consumer goods multination- 
als. They were reckoned to be 

big winners from globalisation 

but will now suffer earnings 
damage from the problems in 
Asia, with both weaker 
demand and lower exchange 
rates counting against them. 

Coca-Cola’s stock price has 
tumbled by more than 20 per 
cent from its high, whereas the 
smaller capitalisation indices 
have been hitting new peaks. 
The bull market is therefore 
not quite finished: but such a 
value-chissmg rotation into the 
second-liners would classically 
signal its final fling. 

Meanwhile. Warren Buffett 
is rumoured to have been 
switching into bonds. And we 
may have seen the first sign of 
a significant shift in sentiment 


in US mutual funds, where 
August's $&5bn net buying of 
bond funds was the biggest 
seen in any month for more 
than three years. Equity funds 
still pulled in much more, at 
$l3.5bn, but this was well 
down on recent levels. 

According to Credit Suisse 
First Boston, the south-east 
Asian crisis is serious enough 
to cut global economic growth 
by 0.5 per cent Some of the 
biggest bear action has been in 
base metals, of which the 
region consumes nearly 30 per 
cent of world supply. Fortu- 
nately the Chinese economy 
appears to remain robust 

Beyond the immediate con- 
cerns about a central bank 


The south-east 
Asian crisis is 
serious enough 
to cut global 
economic growth 
by 0.5 per cent 

ten-w ths- mpnsBBR w jes 

slowdown are favourable for 
the fixed interest markets. 
Inflation expectations are 
likely to decline, and anyway 
the US Federal Reserve may 
feel under pressure to defer 
any monetary tightening, 
despite the vigorous domestic 
economy, for fear of exacerbat- 
ing Asian currency tensions. 

With the US heading rapidly 
towards (and beyond) budget 
balance, and cutting off net 
new issuance of Treasuries, it 
is possible to project a very 


positive scenario for dollar 
bonds. And yesterday’s infla- 
tion figures were favourable. 

On the other hand, US trade 
is likely to be tipped even fur- 
ther off balance. According to 
David Hale. Zurich Group's 
Chicago-based international 
economist, the US trade gap 
could be heading for $300bn by 
1999, up from $190bn in 1996. 

US officials are already 
becoming very oneasy about 
the latest collapse in Japanese 
domestic demand and the bal- 
looning Chinese trade surplus 
with the US. Now there is the 
prospect that the US will be 
exported to accommodate an 
export-led recovery across 
south-east Asia. 

The trade gap has to be 
financed through with incom- 
ing capital flows. These might 
be willing - even enthusiastic 
- as international investors 
and central banks chase a 
strong dollar and a bull mar- 
ket in bonds. This seems the 
most likely outcome over the 
next year or so. 

Should US economic growth 
and job creation begin to fal- 
ter, however, the politics of 
trade would grow uglier. Any- 
way, the prospect of more 
Asian economies becoming 
trapped in Japanese-style debt 
deflation is unacceptable. That 
could easily happen unless 
their financial systems are rig- 
orously restructured to get rid 
of the debt overhang whatever 
the sbort-term political cost. 
Japan’s failure to do this has 
left it with chronic problems. 

For the time being, though, 
Japan may be exporting its 
securities market features of 
strong bonds and weak stocks 
to the US, along with all those 
boat loads of Toyota cars. 
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AMERICAS NEWS DIGEST 


MacMillan Bloedel 
names new chief 

MacMillan Bloedel. Canada's largest forest products 
company, has replaced Robert Findlay, its embattled chief 
executive, with W. Thomas Stephens, a former chief exec- 
utive of Manville. the US forest products, building materi- 
als and mining concern. 

The company denied that Mr Findlay bad been forced 
from his position because of MacMillan Bloedel's poor per- 
formance during the recent industry downturn. Specula- 
tion about Mr Findlay's future increased when the 
Ontario teachers' pension fund and the secretive Bass 
family of Texas together took a 9.5 per cent stake In the 
company earlier this year. 

With sales of more than C$5bn (U$$3.6bn) in 1996. Mac- 
Millan Bloedel posted profits of C$5lm. an 82 per cent 
decline from the year before. Scott Morrison. Vancouver 

■ INFORMATION ACCESS SYSTEMS 


Bell & Howell cautions 

Bell & Howell, the Chicago-based manufacturer, yesterday 
joined the growing list of US companies warning that ana- 
lysts' profits forecasts had become over-optimistic and 
that it would probably Call to meet those numbers. 

The Skokie-based group, which makes information 
access and mail-processing systems, said it expected 
fourth-quarter earnings to be below expectations "primar- 
ily due to the r iming of orders in its high-volume mail 
processing business". For 1997 overall it now expected 
earnings In the S1.60-S1.65 range - an increase of 16-20 per 
cent over the previous year but below previous expecta- 
tions of about $1.75 a share. Nikki Tail. Chicago 

■ HUDSON’S BAY 


Thomson family sells stake 

Canada's Thomson family has sold its controlling 21 per 
cent stake in Hudson's Bay for C$497 (US$357m>. raising 
the possibility that the retailer could soon become a take- 
over target. Wood bridge, a Thomson family holding com- 
pany, sold its interest to a group of underwriters who 
resold the shares to investors. The Thomsons held a 
majority stake in Hudson's Bay before reducing their 
holdings five years ago. Analysts speculated the Thom- 
sons' exit from the Bay boardroom would create opportu- 
nities for other groups, possibly a US retailer looking for a 
foothold in Canada. Canadian retailers, including Hud- 
son's Bay, have struggled since the arrival in Canada of 
US retailer Wal-Mart. Scott Morrison 

■ PHOTOGRAPHIC PRODUCTS 


Kodak shares slide on warning 

Shares in Eas tman Kodak slid in early trading yesterday 
after the its second profit warning in two months. The US 
photographic products company’s comments, released 
after the market closed on Monday, pointed to a deteriora- 
tion in July and August, in part because of an onslaught 
by rival Fuji on US markets. 

Kodak's shares were trading at $56 ft early yesterday 
afternoon in New York, down $7$. or 12.3 per cent, from 
the previous day’s close. The shares fell by a similar 
amount in July, when it first warned that the attack by 
Fuji, the stronger dollar and the slow growth in demand 
for its new digital imaging products were hampering sales 
and earning s. Richard Waters. New York 


Mobile 

phone 

stakes 

raised 


By Greg Mclvor 
in Stockholm 

Foot leading International 
telecommunications equip- 
ment suppliers - Canada's 
Northern Telecom, Siemens 
of Germany, France's 
Alcatel, and Italtel of Italy - 
joined forces yesterday to 
promote a single technology 
for the next generation of 
mobile telephones. 

The move raised the 
stakes in a battle between 
suppliers over which stan- 
dard will eventually replace 
GSM, the de facto second- 
generation world cellular 
standard. 

In particular it threw 
down a gauntlet to Ericsson 
of Sweden, the world’s lead- 
ing supplier of telecoms 
equipment, and Finland's 
Nokia. Both groups have 
pledged support for an alter- 
native technology 

The four said they were 
backing a technology called 
UMTS - Universal Mobile 
Telephone Services - used 
in harness with a combina- 
tion of two existing mobile 
standards: CDMA (Code 
Division Multiple Access) 
and TDMA (Time Division 
Multiple Access). 

Ericsson and Nokia also 
support UMTS as a core 
technology. However, they 
are lobbying for it to be 
used alongside a standard 
known as wideband CDMA. 

Wideband CDMA has been 
preferred on the Japanese 
market and Ericsson pre- 
dicts It will gain widespread 
support in the US when it 
enters service early next 
century. Hie tussle between 
it and the TDMA/CDMA 
model could provide the 
backdrop for a struggle for 
global hegemony. 

The European telecommu- 
nications standardisation 
body, ETSI, is due to decide 
by the end of this year 
which standard it prefers. 

Pascal Debon. Nortel 
vice-president, said UMTS 
based on CDMA /TDMA was 
easier to bolt on to existing 
GSM systems than the wide- 
band CDMA application. 


Strong term at Goldman Sachs 


By Tracy Corrigan In New York 

Goldman Sachs, the first of the big 
Wall Street firms to report third- 
quarter earnings, yesterday 
announced a surge in pre-tax profits 
for period to the end of August 

John Thain, chief financial officer, 
described the results as "excellent". 

The strength of Goldman's perfor- 
mance is likely to fuel expectations 
of a bumper crop of earnings from 
other Wall Street houses, most of 
which will not report until next 
month. 

Goldman reported , record pre-tax 
earnings of $932m, bouncing back 
strongly from the second quarter's 


S6l0m, and beating a strong first 
quarter i Weaker , market conditions 
in March and April had damped the 
perfonhance of .Wall Street's largest 
remaining partnership. 

. Jon Corzlne, chief executive officer 
and chairman, warned that markets 
continued to be volatile and that he 
expected that “future earnings will 
reuegt that volatility”; 

. However, favourable market con- 
ditions; heavy underwriting activity, 
and the fast pace of mergers and 
acquisitions in -the third quarter 
helped put Goldman on track for a : 
record performance in 1997. 

Mr Thain observed that the level 
of business had remained high 


throughout August - typically a 
quiet period- on Wall Street., He 
added that business In September, 
• after .‘the£ end of the third quarter, 
^was “vers strong”: 

. Pre-taxEprofits for the year to date 
- Were almost $L5bn, compared with 
$L86hn fir the same period of 1996. 
Goldman’s earnings are stated 
before compensation - is paid to its 
1190 partners. .. 

Goldman also reported record rev- 
enues for the quarter of $flZ3hn, up 
from $l.67bn in the- second quarter 
and' from $L46bn a year ago. Thud- 
quarter expenses .were $l.3bn, up 
from $8T9m a year ago. The firm's 
headcount has risen more than 10 


oer cent this year to 10,000, with new 
Emms spread around the world. 

Rjr Thain said that the headcount 
was not likely to rise much more by 
the end of the year, as hiring had 
ranked in the summer months, when 
Sw graduates became available. 

Mr Thain said that several impor- 
tant Asian deals - including a ?83lm 
eomty offering for China Southern 
Clines and a $2bn bond offering for 
Hutchison Whampoa - showed the 
Ann’s "success in building that 

business". . . 

«We continue to be optimistic 
about the positive trends we see in 
the world economy, said Mr 
Cordne. 


Wall St wary over AT&T succession 

Though he lacks management experience, John Zeglis is front runner for the top job 


W all Street has not 
warmed to the pos- 
sibility that John 
Zeglis. a corporate lawyer 
with little direct manage- 
ment experience, will win 
the top job at the country's 
biggest telecommunications 
company. 

But. with the succession 
race at AT&T beading into 
the fi paj lap, there is grudg- 
ing acceptance that the job 
is his to lose. 

An opportunity for Mr Zeg- 
lis to settle the issue will 
come this weekend, when he 
will accompany the AT&T 
board to its annual strategy 
meeting at The Greenbrier, a 
resort in West Virginia. 

Mr Zeglis, 50, has been a 
clear contender since John 
Walter, the previous heir 
apparent, resigned in June. 
Unlike Mr Walter, an out- 
sider brought in last Octo- 
ber, he is steeped in the tele- 
coms industry, having 
worked as the company's 
genera] counsel for nearly a 
decade. 

Also unlike Mr Walter, he 
has the strong backing of 
current chairman Bob Allen, 
who has indicated that he is 
prepared to step down when 
a successor is found. 

This hardly makes Mr Zeg- 
lis a shoe-in. "The Street 
would like to see an outsider 
- though Zeglis clearly has 
experience in the business," 
says Stephanie Comfort, tele- 
coms analyst at Morgan 
Stanley. 

A lack- of direct involve- 



John Zeglis: has backing of current chairman Bob Allen 


ment in operating manage- 
ment until as recently as 
two months ago. when he 
took over as head of 
operations from Mr Walter, 
has left investors wary. So 
has his association with 
some of AT&T’s recent failed 
strategies, such as its 
attempt to negotiate a 
merger with SBC Communi- 
cations. the local phone com- 
pany, or Baby Bell, based in 
the south-west His closeness 
to Mr Allen, whose reign is 
drawing^to a ^plose -under 


something of a cloud, is also 
a disadvantage 

Detractors argue that Mr 
Zeglis 's political skills have 
hardly benefited the com- 
pany so far. deregulation of 
local markets has sputtered, 
while the discussions with 
SBC were ruled out of court 
on antitrust grounds even 
before a- deal was reached. 
Yet his contacts and under- 
standings of the complex reg- 
ulatory environment would 
be difficult to replace. 

The AT&T, xac&chairman 

4 . 1 


has two other strong advan- 
tages over other contenders. 
One is that the company 
seems finally to be turning 
the comer. Six months after 
laying out plans to reverse a 
slide in its core long-distance 
business - plans developed, 
ironically, by Mr Walter - 
the results are begin nin g to 
appear. The company's 
“chum" rate (the frequency 
with which customers 
switch to a different carrier) 
is down nearly 10 per cent, 
and AT&T has succeeded In 
reaching a more attractive 
group of customers, those 
who ran up bills of 20 per 
cent more a month than the 
average customer. 

Such developments, and a 
fe eling that the competitive 
pressures on AT&T's 
long-distance business have 
eased, have rejuvenated the 
company’s battered shares - 
At $40£, the price has risen 
some $10 in the past two 
months. Some analysts are 
revisiting their estimates of 
third-quarter earnings, 
which now stand at about 64 
cents a share - the first time 
that Wall Street has bad to 
raise, rather than cut, its 
estimates for AT&T for some 
time. "There seems to be 
some momentum picking 
up," says Ms Comfort at 
Morgan Stanley. 

The higher share price will 
take some of the pressure off 
the board. Coining at a time 
when Wall Street sees Mr 
Zeglis as, the front-runner, it 
could ease concerns- about 


the impact his appointment 
would have. 

Mr Zeglis's second advan- 
tage over rivals is the plat' 
form he will be given to 
impress directors this week- 
end. The meeting will give 
him ample time to present 
bis vision of AT&T's future. 
Mr Allen, who will still be 
r unnin g the show, is expec- 
ted to give bis protege plenty 
of room to shine. 

Some people thought to 
have been on the shortlist a 
year ago have in effect 
counted themselves out. 
These include George Fisher, 
chairman of Eastman Kodak, 
and Richard Brown, of Cable 
and Wireless. 

That leaves Michael Arm- 
strong, chairman of Hughes 
Electronics, as the most talk- 
ed-of rival to Mr Zeglis. A 
year ago, when word of a 
possible move to AT&T 
spread. Mr Armstrong ruled 
himself out of the r unning . 
This time, he has refused to 
respond to the rumours, 
adding to speculation that 
his name is in the ring. 

For AT&T's directors, it 
will hardly be an easy 
choice. Picking an outsider 
like Mr Armstrong, who has 
no experience of the tele- 
corns business, would echo 
the ill-fated appointment of 
Mr Walter. But picking an 
insider like Mr Zeglis would 
represent a risk of a differ- 
ent lrinri - and could alien- 
ate some investors. 

Richard Waters 
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Joint operation extends Spanish group’s presence in Latin America 


Endesa in Colombia power buys 


By David White in Madrid 
and Imogen (Mark in Santiago 

Endesa, the Spanish power group, has 
established a . further significant foot- 
hold In Latin America, taking leading 
stakes this week in Colombia's two 
main electricity companies in a joint 
operation involving investments total- 
ling $2.18bn. -, 

Endesa said its share of the total 
investment was about $lbn. The acqui- 
sitions are the first fruit of its $l.5bn 
move to. take;- management control of 
Enersis, the Chile-based holding com- 
pany which lieads Latin America's 
largest electricity group, forming an 
alliance aimed at privatisation opportu- 
nities in the region. 

Endesa decided last week to go ahead 
with the Enersis purchase even though 
it fell short of Its objective, obtaining 
control of just over 26 per cent of the 
Chilean company's capital Instead of 
the 29 per cent it had sought 

Its Latin American expansion Is seen 
as an important factor in the forthcom- 
ing offering of between 25 per cent and 
35 per cent of Endesa's capital in 
Spain's biggest privatisation to date. 


Applications for the shares are set to 
open ' on September 29. The operation is 
expected to bring in up to PtaBOObn- 
Ptatioobn f$5.4bn-$7.4bn) to Sepi, the 
Spanish -state holding company, which 
currently holds 68 per cent. 

Endesa announced that a consortium 
led by itself and Enersis had won a 49 
per cent stake in Codensa, the electric- 
ity distribution company of Bogota, for 
ll^hn. The Spanish company said the 
49 per cent stake would give the con- 
sortium management control of the 
Colombian - distributor. 

Endesa itself holds 42.5 per cent of 
the consortium, with Enersis holding 
20 per cent and the Enersls-coo trolled 
company Chilectra a further 15 per 
cent 

Chilectra, which has specialised in 
turning round former state distribution 
companies in Chile, Argentina. Peru 
and Brazil, expects to be able to cut 
losses from theft and bad installations 
from 23 per cent to 10 per cent in short 
order. 

At the same time, the Spanish group 
and its Chilean affiliate won the bid- 
ding for E m gesa, the generating com- 
pany, for $95 lm. 


Only one other bid was received, of 
9646m, from a group led by AES Carp 
of the US. 

The majority 50.5 per cent of Emgesa 
was taken by Betania, a subsidiary of 
the Chilean Endesa group, in which 
Enersis holds 25 per cent Endesa of 
Spain holds the remaining 49.5 per 
cent. Emgesa accounts for about a 
quarter of the electricity generated in 
Colombia. 

Emgesa and Codensa were created 
through the splitting-up of the state- 
owned Emporesa de Energia de Bogota. 

The Spanish company said $500m of 
its share of the investment would come 
from reserves, with the rest financed 
by borrowing. 

The prices in the deal are soma of the 
highest paid In Latin America: CERJ. 
the Brazilian distributor went for 
$58710. However, in the case of Trap the 
purchase price will go not to state cof- 
fers but to the companies, to pay off 
debt and for investment “That 
the high price look a lot better." said 
Michael Whittle, an analyst at C elfin, 
Salomon Brothers' Chilean affiliate. 

See Observer 


Paccar favours organic growth 


By Haig Stmonian, Motor 
Industry Correspondent 

Paccar, the US-based heavy 
truckmaker, which last year 
bought Daf of the Nether- 
lands. has decided against 
further acquisitions in the 
overcrowded world truck 
business in favour of devel- 
oping its own four brands. 

The strategy could prompt 
a significant boost in output 
and investment at Daf and at 

Foden. the UK heavy truck 

manufacturer already owned 
by Paccar. It could also bene- 
fit Ley land Trucks, the inde- 
pendent UK truckmaker 
which supplies light and 
medium weight vehicles to 
DaL 

Mark Pigott Paccar chair- 
man since taking over from 
his father in January, said: 
"We are not looking at any 
acquisitions but are plan- 
ning to grow our business 
internal] y.” 

The group, which became 
the world's second biggest 
heavy truckmaker following 
its $55Qm purchase of Daf, is 
in the middle of a $250m, 
three-year investment pro- 
gramme to boost its share in 
the big US and European 
markets and develop its 
presence worldwide. 



Mark Pigott ‘We are not looking at any acqmstttons 


Aafttgy flt t rmoa a 


Mr Pigott, whose family 
founded and retained a dom- 
inant influence on Paccar, 
said he hoped to expand 
Daf s output by using Pac- 
car’s network in markets 
outside North America and 
Europe to expand Dafs 
medium and light truck 
sales. 

Although Paccar speci- 
alises in heavy trucks, using 
the Kenworth and Peterbilt 
brands, it had no light or 
medium truck activities 
until buying Daf. 

Mr Pigott said Paccar was 
also "exploring the opportu- 
nities" for using big Daf 
components, such as engines 


or axles, for Peterbilt or Ken- 
worth products outside the 
US. “We're looking at what 
we could offer around the 
world." 

However he explicitly 
excluded selling Daf trucks 
in North America because of 
local resistance to “Inte- 
grated” vehicles, such as 
those built In Europe, where 
manufacturers also make 
key components, such as 
e ngin es and axles. Paccar's 
North American trucks are 
all assembled using signifi- 
cant parts from outside sup- 
pliers. 

Mr Pigott said Paccar 
aimed to raise Dafs share of 


the European heavy 
market to 12 per cen 
9-8 per cent at present 
UK Jt planned to in 
F oden's share from I 
cent to its former h 
about 7 per cent 
The increases woulc 
by new products and 
use of shared techn 
Profits would be boos 
significant savings i 
chasing, partlci 
between Daf and Fode 
better benchma 
between the fou r brant 
Mr Pigott dismissed 
of duplication betwec 
and Foden and said t] 
brands were complemt 















H DISTRIBUTION NETWORK ENABLED US TO 
ftARGiST SHARE OFFFR IN GREECE'S HISTORY. 




Greece, further than could be imagined. As joint global 
privatisation. Working through forty two offices 
sales force created strong demand from top quality institutions throughout the world. The US$1.2 billion 

secondary offering of Government shares. It also 


: . tfSBd Investment Banking took. OTE, the dominant provider of telecommunications 
co^dmtor we made use of ourouts tending ability in global equity placement to execute Greece’s largest, ever 
on five continents, our powerful institutional equity 

offering was a landmark for innovation in Greece. It incorporated a capital increase for the company and a 
I Hlohal DenositanTReceims and an ooen oricedffer structure - all firsts for. the Greek market. 
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Michelin reveals C3M plants 


By David Owen in Paris 

Michelin has set up Its first two C3M 
plants outside France in what 
appears to be a significant expansion 
In Its use of the revolutionary tyre* 

r paking unit. 

Disclosing the presence of the 
facilities in Sweden and the US yes- 
terday. the Clermont-Ferrand based 
company said that this brought to 
six the number of C3M factories that 
were up and running. 

But it refused to say how many 
tyres it was now manufacturing 
with the top-secret technology and 
would no longer confirm it was used 
to produce less than 1 per cent of its 
world passenger-car tyre output 

An automated manufacturing unit 
in an industry where successful 


automation has proved elusive, the 
C3M is said to be able to switch 
efficiently between different tyres - 
a potentially important attribute in 
a market experiencing increased 
diversity of demand. 

The widespread introduction of 
the C3M could, in time, reshape the 
industry and would probably entail 
a substantial cut In the workforce. 
One analyst described the machine 
earlier this year as “the tyre indus- 
try's equivalent of the neutron bomb 
in terms of employment**. 

Yesterday's C3M disclosure came 
as the company, recently reinstated 
as the world's biggest tyre maker 
after losing the title last year to 
Japan's Bridgestone, reported a 
47 per cent advance from FFrl.27bn 
to FFrl.STbn ($316m) in net attribut- 


able profit In the first half. 

The improvement was, in essence, 
due to a reduction in exceptional 
losses from FFr65 lm to FFri4m. Last 
year's figures included an excep- 
tional charge of FFr728m relating 
mainly to restructuring atNeuma- 
ticos Michelin, the group's Spanish 
subsidiary. 

Operating profit was virtually flat 
at FFr3.63bn, and with turnover 
climbing strongly from FFT3i9bn to 
FFr38.4bn, the group's operating 
margin actually fell. This was in 
spite of a 4 per cent decline in aver- 
age raw materials costs, with natu- 
ral rubber costs tumbling 20 per cent 
partly as a result of the Asian cur- 
rency crisis. 

The company attributed the reduc- 
tion in margin partly to increased 


“strategic*’ spending, including com- 
mercial and advertising outlays and 
investment in new capacity. Person- 
nel costs, as a proportion of sales, 
fell to 3S.1 per cent, from 35.8 par 
cent a year earlier. 

The shares dropped nearly 6 per 
cent in early trading, but later recov- 
ered slightly to dose down 4.7 per 
cent at FFr326A. 

Gearing was cut to 90 per cent 
from 197 per cent a year earlier fol- 
lowing the conversion of bond issues 
dating from 1988 and 1994. The other 
side of this coin was a sharp 
Increase from about llfim to tsfim in 
the number of shares in issue. 

Eric Bourdals de Charbonnidre, 
finance director, indicated the 
group’s 1997 dividend could rise if its 
current profit trend continued. 


The bank that Israel cannot break 


Hapoalim has 
been sold, but 
retains its 
tight grip on 
the economy 


The Bank Hapoalim Group 




-r; 


W hen an investor 
consortium headed 
by Ted Arison, the 
US-lsraeli billionaire, was 
awarded control of Bank 
Hapoalim, Israel's biggest 
bank, earlier this month, the 
government began celebrat- 
ing the revival of the coun- 
try's privatisation 
programme. 

The sale of 43 per cent of 
Hapoalim for $l.37bn was 
Israel’s largest single privati- 
sation deal. It will allow the 
government to more than 
double its target of Shk4bn 
($ 1 . 1-1 bn) in privatisation 
proceeds for 1997. Benjamin 
Netanyahu, the prime minis- 
ter, will cite the unprece- 
dented revenues as proof 
that his promise to reform 
the Israeli economy was 
more than an idle promise. 

But the victory, some lead- 
ing economists say. may be 
pyrrhic. and in the weeks 
preceding completion of the 
deal their criticism was 
stepped up. 

The sale may help the gov- 
ernment to meet its debt 
burden, but the critics said it 
was unlikely to help liberal- 
ise either Israel's highly cen- 
tralised banking sector or 
the country's economy - as 
Mr Netanyahu has often 
pledged. 

“Bank Hapoalim is an 
incestuous, monopolistic 
creature that penetrates into 
every comer of the econ- 
omy," said Daniel Doron, 
director of the Israel Center 
for Social and Economic 
Progress. “It will be nearly 
impossible to break it up 
now that it is privately 
owned." 

When the tender for 
Hapoalim was announced 



Direct control at about 
33% ot taraoTo provident 
finds 

Portfolio management 
services fer about BOW 
of provident funds 


DbscMndtacr control of 
about 33K of rates of 
non-fhatcM cowe a n tan 
Bated on M ta ti tan i i i Index of 
top 100 eompoitas traded 
on Td Aviv Stock Ei ichatj e 


About 40% of the 
banking sector 





Control of about 30% 
of mutual funds vnaricel 


Sows; Dun & Q UiH ikH b afi bigMt netprtnes 1007. iMfitetf econqato/opoft aubmiulKfVi mat's pnmamUM's office 1897 



last March. Mr Netanyahu 
received a report from his 
external economic advisers 
which set out Rank Hapoal- 
im’s tight grip on Israel’s 
economy. 

According to the report, 
the bank controls: 

• 40 per cent of the banking 
sector in Israel. (In Ger- 
many, the three biggest 
b anks together control 11 
per cent of the sector, the 
report noted.) 

• Financial services for 
about 60 per cent of Israel’s 
pension funds and long-term 
investment funds, known as 
provident funds. 

• 8-2 per cent of Israel’s 
gross domestic product 

• About one-third of the 
market value of corporations 
listed on the Tel Aviv Stock 
Exchange's Mishtanim index 
of Israel's top 100 companies. 

• Koor Industries and Clal 
Israel, Israel’s two largest 
industrial conglomerates, 
through partnerships and 
cross-holdings with other 
groups. Each group owns a 
long series of leading Israeli 
companies in several sectors. 

"There is no such concen- 
tration. or control of such a 
broad spectrum of sectors, in 


any banking [system] in the 
western world,” the report 
concluded. 

Israel’s previous. Labour- 
led, government pushed 
through some banking 
reforms early last year, 
requiring the big banks to 
gradually divest some of 
their industrial holdings. 
Rank Hapoalim. for example, 
must sell its entire stake in 
either Soar or Clal by the 
end of 1998; it holds 23 per 
cent and 25 per cent, respec- 
tively. But critics say this 
may he too little, too lata 

I n the run-up to the sale, 
the Movement for Qual- 
ity Government in Israel 
sent a letter to Mr Netan- 
yahu, expressing concern 
that the rapid privatisation 
drive, and the Hapoalim deal 
in particular, would leave 
Israel's monopolies intact. 
They appealed to the prime 
minister to establish a public 
committee to scrutinise the 
privatisation process. 

At the same time, in pri- 
vate meetings, leading econ- 
omists and advisers urged 
the prime master and his 
staff to break up Hapoalim 
before finalising its sale. In 


Half year results far 1997: 
Increased profits 


Consolidated accounts 

The Board of Directors of TECHNIP. meeting on il September 1997 under the 
chairmanship of Pierre VAILLAUD, reviewed the audited consolidated accounts 
for the first half of 1997. 


Consolidated results 

|/h millions of French francs) 

1997 

First half 
1996 

% 

Year 

1996 

• TUmover 

5,340 

4389 

+ 9.2% 

10,140 

• Group net earnings 

282.7 

247.6 

+ 14.2% 

534.2 



• Group net profit amounted to 282.7 million French francs for the first half of 
1997. an increase of 14.2% compared to the first half of 1996. 

Fully diluted earnings per share were 16.55 French francs. 

• Consolidated turnover, which amounted to 5.34 billion French francs compared 
to 4.89 billion French francs in the first half of 1996. increased by 9.2%. 
Western Europe contributed 41% of turnover. Turnkey and similar 
contracts accounted for 83% of turnover. 

Movements can be analysed as follows: 

• Sustained activity In Europe 


Breakdown of turnover by geographical area 06/1997 1996 1995 


Western Europe 41% 35% 26% 

Central Asia/ Cl.S. 7% 8% 5% 


Middle East 17% 20% 32% 


Far East 16% 16% 22% 


Africa 12% 6% 7% 


The Americas 7% 15% 8% 


• Stability In each segment 


Breakdown of turnover by business segment 06/1997 1996 1995 


Refining and Gas treatment 39% 41% 40% 


Oil and Cas fields 5% 4% 9% 


Petrodiemicals/ferrillsers 37% 34% 37 % 


fodustries/infrastructure 19% 21% 14% 


■ The uncompleted part of group contracts hi progress (backlog) at |uiy 1997 
amounted to 16.7 billion French francs, a significant increase from January 1997 
U2.2 billion French francs). This represents substantially more than one year's 
turnover and includes contracts concluded, some of them a number of months 
ago, but where the financing was only finalised during the first six months of 1997. 


TECHNIP 


accordance with existing 
recommendations by public 
committees and the state 
comptroller. 

Mr Doron said a forum of 
economists had urged the 
government to take stops to 
end the bank's control of 
pension and provident funds, 
break Hapoalim into smaller 
units and force it to hive off 
its non-financial assets. 

Mr Netanyahu, however, 
was persuaded to sell off the 
bank quickly, before pushing 
through further reforms. 
Some advisers told him the 
sale would not impede future 
reform, and Mr Arison's con- 
sortium - one of two com- 
peting groups - warned that 
it would withdraw from the 
tender if the government 
changed the terms. 

After winning control of 
the bank, Shlomo Nehama, 
managing director of Arison 
Investments, the leading 
member of the consortium, 
said the group would abide 
by any new government reg- 
ulations or reforms. 

He said it was “too early 
to say" what the group 
planned to do with its acqui- 
sition, but made dear that 
the new owners did not 


intend to sell off Hapoalim's 
non-financial holdings 
voluntarily. 


N ow that the govern- 
ment has disposed 
of Bank Hapoalim, it 
may experience difficulty in 
breaking up a company 
involved with such powerful 
interests. 

“The government officially 
retains the right to push 
through further banking 
reforms," said Mr Doron. 
“But the new owners may 
put up a battery of lawyers 
to block any such move." 

The first test Is on the 
horizon. A group of Knesset 
[parliament] members 
recently proposed legislation 
to force the banks to sell 
their provident hinds. 

If further reforms such as 
these are not pushed 
through, said David Levhari, 
economics professor at Jeru- 
salem’s Hebrew University, 
the Hapoalim sell-off will be 
futile. “If the structure of the 
bank remains the same, I see 
no difference whether it is 
owned by a private group or 
the state." 

Avi Machlis 


Adidas 
pair mote 
into HeHy 
Hansen 

By AHce Rawsthom 

Investcorp, . the 
Bahrain-based investment 
group, has hired two senior 
executives from Adidas, the 
German sporting goods com- 
pany, to orchestrate the 
development of its recently 
acquired HeHy Hansen 
sportswear brand. 

Erik Stensrud, 45, for- 
merly senior Tire-president 
of cfothfag and accessories 
at Adidas, has become chief 
executive of Hansen, a Nor- 
wegian company best 
known for its high-perfor- 
mance gaRbif* gear. 

He will be Joined by Rob- 
ert McCulloch, 49, previ- 
ously managing director of 
Adidas’s UK and Irish inter- 
ests, who will become Han- 
sen vice-president of mer- 
chandising marketing. 

Johannes Huth, a member 
of hxvestcorp’s management 
committee, said the two 
men’s experience of “help- 
ing to reposition Adidas as a 
brand which was past its 
glory into a very fashion- 
able sportswear label” ide- 
ally equipped them to 
develop Helly Hansen. 

Investcorp, which speci- 
alises in ffadfag under-per- 
forming brands and using 
capital from its Gulf-based 
investors to revive them, 
acq uir ed Helly Hansen last 
April in a deal worth $112m. 

Having successfully 
turned the once-floundering 
Gucci into one of the hottest 
fashion labels of the 1990s, 
fnvestcorp’s research identi- 
fied high-performance 
sportswear as a potentially 
lucrative area of the cloth- 
ing market. 

Sportswear sales have 
increased sharply in recent 
years as specialist labels 
such as Adidas and Nike 
and North Face - which 
were originally conceived as 
authentic sporting brands - 
have attained similar status 
to designer fashion laheig. 

Helly Hansen, which 
makes ski-wear and climb- 
ing gear as well as nautical 
clothing , had become a cult 
label by . the time. Investcorp 
bought it. It hopes to 
increase its sales by invest- 
ing in marketing to raise 
the brand's profile. 

Mr Huth said Investcorp 
had been looking far a chief 
executive with “interna- 
tional branded goods expo- 
sure and experience of man , 
aging international supply 
chains” to map out a new 
strategy for Helly Hansen. 

Other companies are also 
investing in sportswear, 
notably Benetton, the Ital- 
ian retail group which has 
acquired Karrimor, the 
kagool maker. 


Micronas expands with 
German chipmaker buy 


By WHGam Hall in Zurich 

Micronas, an acquisitive 
Swiss company which 
mainly makes computer 
chips for Nokia mobile 
phones, plans to quadruple 
the size of its business by 
buying ITT Intermetal, a 
German maker of chips for 
TV and stereo systems and 
the automotive industry. 

The acquisition, which 
will raise annual sales to 
just under SFr300m 
(5202.7m) and increase the 
workforce from 400 to 1,600. 
will make Micronas the larg- 
est Independent European 
supplier of chips for analog 
and mixed signal systems. 

JOrg Stahl, 41. a former 
Intel executive and Micronas 
chairman, said yesterday it 
would allow bis company 
to leap from technology 


leader to market leader. 

Micronas bas not disclosed 
the price of the deal, but it 
win raise about SFrMrtn via a 
deeply discounted rights 
issue to help finance a 
SFrl8Sm investment pro- 
gramme at Intermetal's Ger- 
man plant 

With nearly three-quarters 
of Micronas's current sales 
accounted for by Nokia, it 
says the acquisition will 
help reduce its dependence 
on one customer and one 
market Based on 1996 sales, 
the share of telecommunica- 
tions would drop from 76 per 
cent to 17 per cent while 
consumer goods would rise 
from 8 per cent to 66 per 
cent Automotive products 
would more than double to 
13 per cent of the total. 

The group expects sales to 
expand by 141 . per cent to 


SFr688m. by 200L Bank Von- 
tobeL Micronas's adviser, 
expects net profits to recover 
from SFr4m this year to 
SF722m in 1998. 

Micronas, whose shares 
were floated on the Swiss 
stock exchange 18 months 
ago at SFr600, has bad a che- 
quered history. In its first 
half-year it more than dou- 
bled pre-tax profits, to 
SFr3.4m. However, damage 
at its Finnish plant seriously 
disrupted production last 
year and it missed its profit 
target of SFriOm. 

Yesterday it reported a 
first-half operating loss of 
SFr2.1m because the Finnish 
problems had caused a back- 
log of processes and prod- 
ucts. Micronas's shares, 
which closed at SFr 1,050 on 
Monday, are expected to 
resume trading today. 



Action over 
Eurotunnel plan 
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■ ummEs 

Suez targets DegrSmont minorities 

Suez-Lyonnaise des Eaux, the Franco-Brigian utilities 
group yesterday launched a FFrlbn C$l69m) offer to buy 
out the minority shareholders in its Degremont waste 
water engineering subsidiary. Suez, which owns 71.5 per 
cent of Pegr&mont, offered FFr500 each for the remaining 
shares in the company, representing a premium of 19 per 
cent over the price in the past three months. 

Andrew Jack 

■ METALS 

Union Miniere posts fourfold rise 

non-ferrous metals group Union Minifae said yes- 
terday a combination of the strong dollar and higher zinc 
prices helped more than quadruple net profit to BFrl.llbn 
($305m), from BFKJISm a year ago. Karel Vinck, chair- 
man, said rinc prices and the dollar should rema in 
“favourably oriented" for the rest of the year, a factor 
which he said should boost profit further in the second 
half AP-DJ, Brussels 

■ BRAZIL TELECOMMUNICATIONS 

Telia acts over revoked contract 

Toiia the Swedish state-owned telecommunications com- 
pany, has launched legal proceedings in Brazil in an 
attempt to overturn the revocation by the country's gov- 
ernment of a R$l.32bn (US$1 -21bn) mobile telephone con- 
tract A Telia-led consortium this month was stripped of a 
contract to operate mobile telephones in the Sao Paulo 
region partly because of two minor typographical errors 
in its tender documents. Telia's bid bad initially been 
accepted before being challenged by a consortium led by 
AirTouch of the US. 

Telia said it had applied to the Brazilian high court to 
ov e rturn a ruling by Brazil's communications ministry to 
drop Telia's bid and reopen negotiations with the Air- 
Touch-led group. Greg Mclvor. Stockholm 

■ TRUCKMAKING 

RVT and Daf in components deal 

RVI and Daf Trucks are to co-operate on common compo- 
nents to equip their new generation of distribution trucks. 
RVL the truck and bus division of Renault, the French 
automotive group, said the move provided an opportunity 
for a “considerably enlarged volume base and a cost effec- 
tive product development and manufacturing process". 

Urn announcement comes just a week after Renault 
announced that its commercial vehicles unit had incurred 
a FFr216m (536.5m) first-half operating loss and was 
expected to report a “significant” loss for 1997 as a whole. 

' David Owen, Paris 

■ WINE AND SPIRITS 

Pernod Ricard ahead 6.2% in term 

Pernod Ricard, the French wine and spirits company, 
reported a 6^ per cent advance from FFr504m to FFr535m 
(5903m) in first-half attributable net profit, on turnover 
ahead more than 10 per cent from FFrSbn to FFrfL83bn. 

The group attributed its growth to higher sales of what 
it terms its “major strategic international brands" - prod- 
ucts such as Jameson and Wild Turkey whiskies, Havana 
Club rum and Jacob’s Creek, the Australian wine. This 
more than offset a downturn In French spirit sales blamed 
on a recent tax increase. David Owen 

■ COMPUTER MANUFACTURING 

Tulip to acquire Commodore 

Tulip, the Netherlands-based personal computer maker, 
yesterday re a ch e d agreement with administrators of Com- 
modore to take over the bankrupt rival. Tulip said the 
deal excluded Commodore’s retail chain 
The Dutch manufacturer said it planned to issue L85m 
new shares, worth FI 21.5m ($ 10 . 8m), to finance the deal 

Sauers. Amsterdam 

■ STEELMAKING 

EU raises concerns over Arbed buy 

Karel Van Maert, the European Union's competition com- 
missioner. said yesterday the proposed purchase by 
Arbed, the Luxembourg steelmaker, of a 35 per cent stake 
in Corporation Siderurgica (CSI), the Spanish state-owned 
steelmaker, could give rise to competition problems. 

The Co mmissio n will launch a probe once it has been 
formally notified of the deal, announced in July. Mr Van 
Miert said the deal was Ekeiy to be examined under the 
Commission’s merger regulation, but also under the steel 
code of the European Coal and Steel treaty. 

Emma Tucker, Brussels 


Hoechst 


United Kingdom shanshokies are advised that copies of the 
report on foe 1st half-year 1997 are now avaflabfe from: 

SBC Warburg 
1 High Timber Street 
London EC4V3S8 


HOECHST AKnSNGE&ELLSCHAFT 
D-65926 Frankfurt am Main 
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In accordance with the standard conditions relating to the paymenr oFdividend No. 99 declared on 
19 August 1997, payment* from the office of the United Kingdom Regiam wiU be mLfe in United 

Kingdom currency « the rare of acctopge of R7.5034 Sooth African currency to f I United Kingdom 
currency, tins being the first available cate of e*cbangefi)r remimnets between the Republic of South Africa 
and the United Kingdom on 1 5 September 1997. as advised by rise Company's South African bankm. 

The United Kingdom currency equivalent tf ( he dividend (No. 99) of 150 cents per ordinary share is 
therefore 19-99094 pence per shore. 

London Office and Office of 

Gold Fields Corporate Services limited per pro GOLD FIELDS CORPORATE SERVICES LIMITED 

GreeaCft “ Ho, “ Umhn Secretaries 

Foods Street <5j. Dunning 

London SWlP IDH . 

16 September 1997 • i 
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ASIA-PACIFIC NEWS DIGEST 



Bakuu Hydroelectric, the Malaysian company Which was 
w operate south-east Asia's biggest hydroelectric dam, 

Has postponed indefinitely its M$8hn (USSlbn) initial 
public offering; and released 54 underwriters from their 
obligations. 

The move was seen as the result of an anrmnnfl«nant 
earlier this month that the IMn Bakun project was 
Deing postponed, partly because the sharp depreciation of 
theMalaysian ringgit had raised projected costs substan- 
tially. However, putting off the IPO removes a scarce of ■ 
nnrase for investors, who have been concerned that its 
size might sap hquidity and cirive the broader market ■ 
lower. It also releases the 54 local brokerages and mer- 1 
chant banks which had agreed to underwrite the DPO 
from considerable risk. 

Many investors believed that the Bakun project was 
economically unsound and that the possibility of an 
““^subscribed IPO was real Observers said that, the 
IPO delay was likely to be significant, probably r unning 
into years rather thaw Tiwntfa 

James Eynge, Kuala Lumpur 

-■ AUSTRALIA 

AIDC sold to bank consortium 

The Australian government annrmnrw^ yesterday it was 
selling the Australian Industry Development Corporation 
to its preferred bidder of a consortium of banks, including 
Babcock & Brown and UBS Australia. 

The sale, announced in the budget, will provide the gov- 
ernment with a windfall of A*20Qm (US$144m) as well as 
repayment of Aloe’s A$3tm debt UBS Australia, a subsid- 
iary of Union Bank of Switzerland, is buying AJDCs 
fi nancial and treasury assets, while the Australian 
operations of Babcock & Brown, the US investment bank, 
will take on the project and structured fimmnp and invest- 
ment services. 

John Fahey, finance minister, and John Moore, industry 
minis ter, said the sale would remove from the g overn - 
ment investment-b anking activities which no longer 
served the public interest 

The AIDC was set up to link government industrial pol- 
icy with business needs. It owns stakes in infrastructure- 
related projects such as the Australian Submarine Corpo- 
ration, which provides vessels for the Australian navy. 

Elizabeth Robinson, Sydney 

■ TOYS 

Tamagotchi boost Bandai 

Bandai. the Japanese toy maker which manufactures the 
Tamagotchi electronic “virtual pet”, lifted its group pre- 
tax profits forecast for the year ending March 1998, from 
an original forecast of Y9bn to YULSObn ($95. 6m). It cited 
brisk sales of the Tamagotchi, which has become a craze 
in Japan and overseas, as well as Tamagotchi-related 
products. Bandai started marketing the Tamagotchi in 
late 1996. . . ’ . 

Group sales forecasts were revised upward to Y260bn . 
for the current year from its original forecast of Y230bn. 
Bandai’s parent pre-tax profits forecast for the year was 
lifted from Y7.60bn to YlO^Obn. 

The group expects domestic sales of the Tamagotchi to j 
total Y24bn in the first half ending in September 1997, and 
Y17bn in the second. Overseas sales of the Tamagotchi 
are expected to reach Y20bn in the current year. 

■ <AP-DJt Tokyo 

■ CHINA 

Colonial launches equity fund 

Colonial, the Australian insurance group, yesterday 
announced it would launch a direct equity fund with a 
target of $100m to invest in China businesses through 
CMG, its Asian subsidiary. 

CMG has formed a joint venture with Beijing-based 
Mahon and Associates to seek o p po rtun ities in the test- 
growing China market Some $20m has been committed. 
Peter Smedley, CMG's group managing director, said the 
joint venture represented a further commitment by the . 
company to forging a long-term relationship with China. 
“We have a number of successfbl joint- venture companies 
in the region and, now, this Investment in a direct equity 
fund complements CMG's other contributions to China's 
development” These include CH Investments, which has 
invested $59.6m from Australian and international inves- 
tors in listed Chinese securities. 

David Mahon, of Mahon and Associates, said the $100m 
would be invested over five to seven years and would be 
supplemented with additional funds. “Our team will be 
working in China identifying local companies - from 
state-owned enterprises to municipal-type operations - - 
they can help "grow and prosper,” he said. • ' 

Colonial Group has funds un d e r m ana g ement to. excess 
of $32bn and market capitalisation of more than *L5bn. It 
was listed on the Australian and New Zealand stock 
exchanges in May this year. Tony Walker, Bering 


German 
mail-order 
group in 
Asia push 

By Laura Tyson 
in Taipei 

Otto Versand, the German 
mail order company, has 
launched home shopping 
ventures tn Taiwan, South 
Korea and Shanghai in an 
effort to develop catalogue 
and internet shopping in 
Asia. 

“Mail order plays an 
Important role in the provi- 
sion of consumer goods,” 
said Michael Otto, head of 
the German group. “Many 
Asian countries, especially 
Taiwan, provide a very well 
developed setting for estab- 
lishing catalogue shopping.” 

Mail order was until 
recently concentrated in the 
developed countries of 
North American and Europe 
became of its dependence on 
a strong infrastructure. 
More than 90 per cent of 
global mail-order sales are 
from the US, Germany, 
Japan, the UK and France. 

The Taiwanese venture is 
being carried out in 
co-operation with ChaHease, 
a trading concern controlled 
by the Koo family, one of 
Taiwan’s leading business 
groups. It is aimed at Tai- 
wanese women, many of 
whom work outside the 
home and who generally 
control family finances. 
They also tend to shop for 
the entire family, including 
their husbands' clothes and 
household items. 

However, fn a country 
where homes are cramped 
and alternative leisure 
activities extremely limited, 
shopping is not so much a 
practical matter as a form of 
entertainment 

Taiwan has one of the 
highest population densities 
in the world, and the retail 
sector is highly developed. 
Shops are open seven days a 
week, often until 9pm or 
10pm, after which lively 
night markets take over 
until tiie small hours. 

Otto also alms to co-oper- 
ate with Chailease to tap 
internet shopping in 
Taiwan, which is believed to 
have the highest and fastest- 
growing internet usage in 
Asia, outside Japan. Cyber- 
sboppmg is not well devel- 
oped, however. 

In Germany, Otto 
launched CD-Rom shopping 
in 1994, followed by shop- 
ping via the internet in 
1995, and has reached sales 
of DM435m ($247m) through 
these channels to become 
the market leader. 

The company believes this 
will ' be a strong growth 
area, estimating that by 
2000 global sales via the 
internet and other “new 
media” win top DMllbn. 

“But to participate in this 
promising market requires 
highly complex logistics 
solutions,” Mr Otto said. 
“Companies who want to 
win customers this way 
must provide more than 
just a design for a home- 


Through its affiliates, 
Otto has a presence tn 19 
countries and staff of more 
than 55,000. 

The group posted sales of 
DM25JBbu in 1996-97. 


Kyocera downgrades forecasts 


By Mchiyo Nakamoto 
in Tokyo 

Kyocera, the world's largest 
maker of Integrated circuit 
ceramic packages, revised its 
earnings forecast downward 
for the first half and the 
frill year, as it was hurt by a 
fall in sales of IC packages 
and a strongpr-than -expected 
yen. 

The company said that 
sales In the first half would 
be Y255bn ($2.1bn), rather 
than the Y270bn previously 
forecast Recurring profits 
are now expected to be 27 


per cent below the initial 
forecast of Y49bn, at Y36bn. 
Net income in the first six 
months will be 24 per cent 
below the Y25bn expected in 
May, at Yi9bn. 

The revised forecast, 
which also reflects higher 
research and development 
spending in the first half, 
represents a decline In sales 
of 6 per cent from the previ- 
ous first half a nd a drop in 
recurring profits of 29 per ' 
cent. Net profits will be 24 
per cent below the same 
period last year. 

For the foil year. Kyocera 


expects sales of Y545bn. 
recurring profits of Y90bn 
and net profits of Y47bn. 

The revised forecast repre- 
sents a significant decline in 
profits from the previous 
year, when recurring profits 
were Y96Jbn and net profits 
were Y51bn. Sales will rise 
from Y524bn previously, but 
will be significantly below 
the Y577bn forecast in May. 

Kyocera blamed the 
revision on a sharp decline 
in IC ceramic packages sales 
to a particular customer in 
the computer industry. 

Users of IC packages are 


moving away from the 
ceramic packages manufac- 
tured by Kyocera to plastic 
packages, according to a 
recent report by Andrew 
Haskins , industry analyst at 
HSBC James Capel in Tokyo. 

Mr Ha skins indicates that 
Intel, the world's leading 
supplier of microprocessors, 
is shifting rapidly to plastic 
packages, which Kyocera 
does not yet supply to the 
US company. 

The company said that the 
higher than expected yen 
was also a factor in the dete- 
rioration of its results. 


First-half results will also 
be affected by higher R&D 
costs, as the company brings 
forward spending in R&D to 
speed the development of its 
own plastic packages. 

Kyocera believes, however, 
that new products for the 
cellular phone handset mar- 
ket will keep net sales for 
the full year above those of 
the previous year. 

• TDC Software Engineer- 
ing, a Japanese software 
maker, expects to net Y389m 
from its initial public offer- 
ing, AF-DJ reports from 
Tokyo. 


Fort Bonifacio withstands assault 

Developer of Manila site has insulated itself from recent property downturn 


F or someone who has 
seen Philippine prop- 
erty stocks plummet 
amid soaring interest rates 
and fears of a bubble ready 
to burst, the man at the head 
of the country's largest real 
estate development appears 
in remarkably high spirits. 

Remarkable, that is, until 
Ricardo Pascua, president 
and chief executive of Fort 
Bonifacio Development 
Corporation, the group pres- 
iding over the conversion of 
the former military base into 
a 240 hectare city, paints out 
that his group is not listed 
on the stock market 
FBDC. a joint venture 
formed in 1995 between the 
government and a private 
consortium led by Metro 
Pacific, the Philippine arm of 
Hong Kong's First Pacific, is 
required by the government 
to float, but has until 2000 to 
do so. Mr Pascua says the 
group may look to go public 
next year, depending on 
market conditions. 

The recent slowdown in 
pro p ert y , after a trebling of 
prices in the capital's central 
business district of Makati in 
the past three years, looks 
set to intensify following the 
recent collapse of the 
currency. 

Surging interest rates, 
increased by the central 
bank during its fruitless 
defence of the peso, are 
already hurting developers. 
Last month, Megaworld, a 
property group which has 
been surrounded by persis- 
tent rumours of ffaanriai dif- 
ficulties. warned that if rates 
did not come down, sales 
would be hit 

But with 1.54bn pesos 
($48m) invested in the 
money markets, none of this 
worries Mr Pascua. Besides, 
he says, FBDC has insulated 
itself from such inevitable 
downturns in the market. 

“We have structured the 
company to be able to sur- 
vive the vagaries of business 
cycles,” he says. “We have 
no debt, almost 70bn pesos 
in capital and we were also 
able to sell five years worth 
of inventory in four days last 
year, so we generated a lot 
of unrealised earnings. In a 
soft market situation we just 
sit tight and wait for the 
weather to change. There is 
no pressure on us to sell 
anything." 

Designed as a high-tech- 
nology city with efficient 
Infrastructure, Fort Bonifa- 
cio was originally regarded 
as a threat to the Ayala 
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Land group and to the pre- 
eminence of its main prop- 
erty, Makati, as the place in 
which to do business. 

But that assumption, says 
Rafael Garchitorena, prop- 
erty analyst at Indosuez 
W. I. Carr Securities, can no 
longer be taken for granted 
given the beginning of new 
Makati projects such as 
underground car parks, 
pedestrian walkways and a 
light rail transit system. 

"I think they underesti- 
mate Ayala Land and how 
much money is being 
thrown into Makati," be 
says. “A lot is going to 
happen there in the next 


three years which will put it 
ahead of Fort Bonifacio. The 
Ayalas are determined to 
keep Makati as the main 
central business district” 

T he main casualty of a 
successful Fort Boni- 
facio development 
may prove to be the second- 
ary business district of Orti- 
gas. a sprawling and unplan- 
ned area with poor 
infrastructure. 

Prices in Ortigas, says Mr 
Garchitorena, range from 
150,000 pesos to 200,000 pesos 
a square metre. That 
compares with Fort 
Bonifacio at about 195, 00Q 
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pesos and Makati at 
360,000-400.000 pesos. 

FBDC must keep spending, 
too, if it is to fulfil its com- 
mitment to introduce the 
infrastructure required to 
make the city attractive. 
Mr Pascua announced 
recently that the group was 
considering raising about 
$200m on the international 
capital markets this year, 
possibly through a euro- 
bond. It is being advised on 
the potential offering by 
Merrill Lynch, Bankers 
Trust and Philippine 
National Bank. 

With the present uncer- 
tainty over the peso, some. 


analysts wonder whether 
this is the right time to take 
on foreign debt In the lon- 
ger term, the group Intends 
to increase profits by taking 
stakes in businesses accom- 
panying the development, 
such as telecoms, district 
cooling, water, insurance 
and estate development. Last 
month, it forecast a four-fold 
rise in 1997 profits to 4J2bn 
pesos. 

“We don’t want to be 
merely a merchant builder,” 
says Mr Pascua. “We are 
making a very deliberate 
attempt to capture many of 
the business opportunities 
that arise from this develop- 
ment, realising of course 
that we do not have the 
expertise across all areas. 
That is why we seek interna- 
tional partners." 

So far, partners include 
Australian Water Technolo- 
gies. First Pacific Davis. 
Bo vis and Elyo, the district 
cooling business of Jardmes. 

For now at least, ami d the 
depression in both the 
property sector and the 
wider economy. FBDC is one 
group which can afford to 
smile. 

"As a .concept and 
long-term project, Fort Boni- 
facio is pretty healthy,” says 
Mr Garchitorena. “The big 
question is: will we see that 
skyline in the next three 
years? Will it realistically 
happen?” 

Justin Marozzi 


All of these securities having been sold, this announcement appears as a matter of record only. 
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Common Stock 


2,875,000 Shares 

The above shares were offered inxenuaionally by the undersigned. 

Raymond Janies & Associates, Inc. 

Montgomery Securities 

J. C. Bradford & Co. 
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Do you wish to know 
about the new investment 
opportunities in the new 
emerging markets of 
Latvia, Lithuania, 

Russia, the Ukraine? 


So, find out more about the Capital Bank 
and investment management services 
that help get you right to the heart of the 
exciting new markets of Central and 
Eastern Europe. 

Call Mr Andrey Korp in our Riga office 
(371) 7011165/7011144 or clip the 
coupon 


. Please send more information 
on your investment 
management services to: 


Capital Bank Of Latvia, a bank with Internet address: wvm.capftalbanklv.com 
Swiss roots, offers you bespoke 

investment management services ca 

based on public securities from Latvia, Please send more information 
Lithuania, Russia and the Ukraine.- on your investment 

ui a ’ . management services to: 

Bank experts who draw their 

experience from actively trading the Surname.. Tide 

above named capital markets, are Rrstname 

ready to design an investment street 

strategy specifically tailored to your city 

individual investment and tax-planning 

Postcode 

requirements. 

[ Capital Bank of Latvia is licensed by the Bank of Latvia. Licence Nr, 27 

THIS ADVERTISEME1IT IS DIRECTED TO PROFESSIONAL INVESTORS ONLY 


CAPITAL 
BANK 
OF LATVIA 


Surname Title 

First name 


Street . .. 
City .... 
Country . 
Postcode 


12,075,000 Shares 

The above shares were offered in the United Slates by the undersigned. 

Raymond James & Associates, Inc. 

Montgomery Securities 

J. C. Bradford & Co. 

deary Gull Reiland & McDevitt Inc. 

Allen & Company Bear, Stearns & Co. Inc. Alex. Brown & Sons Cowen & Company 

INCORPORATED INCORPORATED 

Dillon, Read & Co. Inc. Donaldson, Lufkin & Jenrette Goldman, Sachs & Co. 

SECURITIES CORPORATION 

Hamhinrht & Quist Lazard Fibres & Co. LLC Lehman Brothers 

Smit h Barney Lie. Sodfitf G4n4rale 

SECUttmBS CQgFOlA'nON 

Interstate/Jbhnson Lane McDonald & Company Morgan Keegan & Company, Inc. 

CORPORATION SECURITIES, INC. 

Piper Jaffray Lie. SoundView Financial Group, Inc. 


Donaldson, Lufkin & Jenrette 

SECURITIES CORPORATION 


Lazard Fibres & Co. LLC 


McDonald & Company 

SECURITIES. INC. 


The Robinson-Hnmphrey Company, Inc. 
Blackford Securities Corp. 


e Goldman, Sachs & Co. 

Lehman Brothers 
Sod£t£ G4n6rale 

SECURITIES CORPOtATON 

Morgan Keegan & Company. Inc. 
SoundView Financial Group, Inc. 
Wheat First Butcher Singer 
First Equity Corporation 
















Hays 


Controlled 


expansion 

continues 


Results for the year ended 
30 June 1997 

The Group continues successfully to pursue a strategy 
of controlled expansion through organic growth, 
acquisitions and investment in capital projects. 

Our new management structure has proven to be 
successful, and we continue to improve the quality of 
the Group's earnings. 

Earnings per share before exceptional items grew 
by 1 0% to 26.3p. Free cash flow after all outgoings 
other than acquisitions was a record £78.4 million. 

Major developments 


Continuing organic growth has included the expansion 
of existing business and the winning of major new 
contracts, some of which will not contribute to profits 
until the new financial year. The most significant new 
agreements were with Shell and BP to distribute non- 
petroleum products sold in their forecourt shops. 

Acquisitions have strengthened the Group's presence 
in several markets. The most significant of these were 
in Mail Services - where the acquisition of ICS for 
£65 million broadened the range of services offered 
to include pre-9.00 a.m. delivery - and in Logistics 
on the Continent where the acquisition of FDS 
and Heijden for £93 million made Hays the leading 
distributor of consumer goods in France and Holland. 

Prospects 


The year has started well, with Hays m a strong 
position to expand organically and to take advantage 
of acquisition opportunities as they occur 


DISTRIBUTION 


Good performance in 
UK and French Logistics 
helped offset negative 
currency factors and a 
decline in Chemical 
Distribution. 


COMMERCIAL 


An excellent year with 
accelerated growth from 
Hays DX and above- 
anticipated results from 
the ICS acquisition. 


PERSONNEL 


An excellent year with 
strong growth in sales, 
profits and margins in all 
major businesses. 


FINANCIAL HIGHLIGHTS 

FOR THE YEAR ENDED 30 JUNE 1997 


1997 KQiange 


Turnover 


£966.0m £l,l29.8m +17 


Profit before tax* 


£ 132.0m £ 155.3m +18 


Earnings per ordinary share* 22-3 p 26.3p 


Net dividend per share 

*bafar» etetpoornl am 


8. Ip 9Jp 


To receive a copy of Che Annual Report: for I996f7. 
please write to David Beckley. 

Hays pic. Hays House. Mlllmead, Guildford. Surrey GU25HJ. 

71% Khtr d i o iw n lm b— i acprcw d Py P«logni 8Tbud»g.»»fre tn taarrj 
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Scotia in marketing deal 


By Roger Taylor 


Scotia Pharmaceuticals- the 
biotechnology company, has 
sold for $54m the worldwide 
marketing rights to Foscan. 
a new drug it Is billing as a 
cure for cancer. 

Boehrlnger Ingeiheim of 
Germany plans to sell the 
product in Europe and theA- 
m encas, while Kyowa Hakko 
will do so in Japan. 

Together, they have 
agreed to Invest a further 
$50m to complete the com- 
mercial development of the 
product 

Scotia's shares closed up 
33&p at 372‘/ip yesterday. 

Mr David Horrobin, Sco- 


tia's chief executive, said 
yesterday that the deal 
removed “any question 
marks" over the company. 

He added that, although 
Foscan was still undergoing 
patient trials, early results 
clearly demonstrated its 
effectiveness 

Scotia is still recovering 
from a blow in March when 
the UK Committee on the 
Safety of Medicines rejected 
Tarabetic, developed as a 
treatment lor nerve damage 
In diabetics. 

The shares are still less 
than half their peak value of 
808p. reached last year. 

Foscan is a light-sensitive 
compound, which, after 


Injection, collects in tumour 
cells. If a laser is then shone 
on the affected areas, the 
Foscan Is activated and the 
cells destroyed. 

The drug is due to reach 
the market in 1999 and will 
first be used to treat head, 
neck and laryngeal cancer. It 
will also be developed far a 
range of other cancers 
including lung, prostate and 
or the oesophagus. 

Scotia said yesterday that 
it would receive about half 
the $54m in advance, which 
would meet its current fund- 
ing requirements. The 
remainder will be paid as the 
product reaches the market 

In addition, it said it 


would receive royalties on 
sales of 22-25 per cent aftnr 
all expenses, including man- 
ufacturing costs. 

It plans a new plant to 
scale up output of the drug. 

Worldwide sales are fore- 
cast to run into the hun- 
dreds of TniTHnno of dollars. 

Foscan is not the first 
drug of its type. QLT of the 
US already markets Photof- 
rin. and PDT, another US 
company, is awaiting 
approval for its Puriytin- 
However, trials indicate 
that Foscan has fewer side 
effects and is more powerful 
than its rivals, in that it can 
respond to light at much 
greater depths. 
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Getty Comms buys Photodisc 


By John Gapper, 
Motfia Editor 


Getty Communications, a 
provider of still and moving 
images to media companies, 
yesterday announced a take- 
over of Photodisc, a Seattle- 
based company, to create the 
biggest outlet for digital 
images delivered via the 
internet. 

The acquisition, valuing 
Photodisc at some 5182m, 
will lead to the formation of 


a new US registered com- 
pany. listed on Nasdaq, 
called Getty Images. The 
acquisition dilutes the stake 
held in a combined Getty 
Images by Carlton Commu- 
nications, thp uk television 
company, from 10 to 6 per 
cent 

Getty Communications, In 
which th« Getty family h o l d s 
a big stake, is nria of the 
world’s largest suppliers of 
imag es. It asm images 
and 9,500 hours of footage. 


Jonathan Klein, chief exec- 
utive, said the mags- would 
let Getty transfer distribu- 
tion to Photodisc's internet- 
based di gital platform. Pho- 
todisc Is one of the most 
profitable companies using 
the Internet to distribute 
products. It has generated 
revenues of about $500,000 
per month recently from 
selling images in a "royalty- 
free” format - . allowing 
anyone buying an image to 
use it repeatedly. 


Getty Communications 
said it would issne 9.6m 
shares in the form of Ameri- 
can Depository Receipts to 
add to 19.3m currently in 
issue. Photodisc's owners 
will receive $30m In cash, 
plus the 9An shares. 

Shares in Getty Images are 
to be exchanged for two clas- 
ses of shares in Getty Com- 
munications, giving shar e- 
holders in the latter rights 
over 69 per cent of the com- 
pany. 
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The danger is that the government will fudge, and .keep 
49 per cent of the infrastructure company (or companies; 
to the public sector. That might have presentational 
appeal within the Labour party. But the residual stake 
wtmld surely scare investors that ministers would use the 
leverage to preserve Jobs or pursue uneconomic invest- 
ment projects. If the government wants toavoid another 
privatisation of the Ralltrack variety, it 
will grasp the nettle and flog the lot. 









NEWS DIGEST 


Tesco warns of 
sales slowdown 


US ruling rocks Thorn shares 


By David Blackwell 


Tesco, the UK’s lea ding supermarket group, yesterday 
warned of a slowdown in sales growth, in spite of report- 
ing a strong advance in current trading which has helped 
it to increase its dominance of the UK food market 
Terry Leahy, chief executive, said it would be difficult 
to maintain the momentum of the first four weeks of the 
second half, which returned 8 per cent sales grow t h 
against 6 per cent for the first six months. 

Mr Leahy's comments came as the group announced a 6 
per cent jump in pre-tax profits to £346m (5550.1m) for the 
24 weeks to August 9. Sales were up 15 per cent to £7.7bn. 

Comparable sales in France were flat and operating 
profits fell from £5m to £lm in the first half. Central 
Europe remains the focus abroad, with like for like sales 
r unning 25 per cent ahead. Peggy Eollmger 


lals expansion 


H Hays yesterday signalled its appetite for 
more acquisitions to come on top of the 
£l00m ($159m) it has already spent in this 
financial year. Ronnie Frost, chairman, 
(left) said that with gearing of just 26 per 
cent, there were few borrowing con- 
straints on the compan y but acquisitions 
were likely to be small - in the £50m to 
ElOOrn range. Mr Frost said the priority 
was to expand the commercial division. 
Hays yesterday reported an 18 per cent 
rise in annual pre-tax profits before 
exceptional to £155-Jm on turnover of 
£1.1 bn (£966m). The company plans to 
expand its distribution networks into southern Europe. A 
move into Northern Italy, possibly to partnership with a 
large French retailer, is believed to be imminent 


Shares to Thorn continued 
to fall yesterday as the full 

im pUcflHrmg of laa fr Friday’s 

US court ruling against fho 
troubled rentals group were 
digested in the City of Lon- 
don. 

Thorn revealed that the 
loss of a New Jersey court 
law suit over rental agree- 
ments had left it with esti- 
mated potential damages of 
$120m (£75m). 

Analysts were taken aback 
by the size of the damages. 
One said the figure “stupen- 
dously exceeded" his previ- 
ous estimates. 

Another suggested that, 
when coupled with other 
cases in the US, total dam- 
ages could hit more than 
Slbn - big enough poten- 
tially to wipe out the entire 
valuation of the company. 


The shares - 41flp when 
the group was demerged 
from EMI just over a year 
ago - shed a further 15p to 
136Vip yesterday after Mon- 
day's 14Vip decline. 

Jim Donovan, Thom’s cor- 
porate affairs director, dis- 
agreed with the sort of back- 
of-the-envelope calculations 
that put the pntftntiai dam- 
ages figure above $lbn. 

These calculations extrap- 
olate from the New Jersey 
ruling according to the num- 
ber of shops operated by the 
group in other states where 
there has been legislative 
action. But Mr Donovan 
argues that each state works 
out the Hamflgpg on a differ- 
ent basis - and New Jersey 
is by far the most punitive. 

The actions revolve 
around whether reni-to-own 
contracts should be regarded 
as a credit sales, and there- 


fore limited to annual per- 
centage rates of about 20 per 
cent in most states. Under 
rent-to-own contracts, cus- 
tomers pay a weekly cash 
s um for their goods, but will 
own them after a definite 
period of time. There is no 
deposit and the. goods can be 
returned at any time with- 
out penalty. 

While 44 states have legis- 
lation recognising the differ- 
ences between credit sales 
and rent-to-own. New Jersey 
and some others do not. 

In Minnesota, where it has 
seven outlets. Thom lost a 
rent-to-own case on appeal 
auH earlier this year madp a 
provision of £17. lm. It no 
longer operates rent-to-own 
in that state, and is now con- 
sidering whether to operate 
a s imilar straightforward 
rental policy in New Jersey, 
where there are 24 shops. 


In Wisconsin, a summary 
j udg ment on a similar case - 
now withdrawn - indicated 
damages of Sl6m. In Penn- 
sylvania, where there are 46 
shops, the group almost con- 
cluded an out-of-court settle- 
ment at $5m. 

Mr Donovan said both 
common sense and legal 
advice suggested that the 
appeal against the New Jer- 
sey ruling stood a good 
chance of success. 

Meanwhile, forecasts for 
the year were unchanged 
yesterday, and range 
between profits of between 
£114m and £140m. 

Thom, which probably 
regrets returning £87m to its 
shareholders earlier this 
year, is now expected to 
make further litigation pro- 
visions at the interim results 
announcement in nearly 
November. 
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Powerful performances by the UK and Canadian hous- 
ing businesses lifted interim pre-tax profits at Taylor 
Woodrow 43 per cent to £38 .2m (S57-fim). Hie group, how- 
ever. remained dissatisfied with the performance of its 
construction division. After a £1.5m provision on the 
closure of US contracting operations, it generated profits 
of Elm on a turnover of £307.4m. This was an improve- 
ment on last time, when it made a £1.2m loss on sales of 
£284. 9m. Group turnover rose to £625Am (£556. 4m). 


Dotofl Rndonfey — Year to June 30 ■ 


6 mths to June 30 101.2 


Premier Oil plans more wells 


Premier Oil, the ITC oil independent, is planning an 
“agressive" second half drilling programme, involving 20 
wells, as it attempts to reach its minimum exploration 
success target of 40m barrels of oil equivalent a year. 

Charles Jamieson, chief executive, said investment in 
this area would be about £45m for the full year after an 
exploration spend of £19Am. on seven wells, in the six 
months to June 30. The company also announced strong 
results, with net income up 36 per cent at £26. lm (£19.1m) 
on turnover of £87.7m f£56Am). Virginia Marsh 
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EECTCFICAXION NOTICE 
US SU, 730,000 


European Investment Bank 
FToadng R»le Notes due SOW 


For th» p«r*id from Stpuolur IS. I9V7 U> 
Slarck 18. 199? the Hotel irin on? u 
BOcnti rats of pvr iinaiim wiih oa 

burnt aunt of US ssie per U5S976 74. 
TV rtbvnK inurae payment im vUl b* 
S«. !®8. 


ft 

BanqusRuusas 



I n Advertise 

Your I A-r-tl Notices 


I’lensr contact 
Mcliinie Miles on 
Tel: --WOm 87T 3349 
Fax: +44 0171 S73 3W*4 


U.S. $150,000,000 



Bank or Ireland 


(EslaUiatedln1ntanltyChmtBrlnr783,andhm^Mudliat^ 


Undated Floating Rate Primary Capital Notes 


In accordance with the pr ov i s i ons of Ihe Notes, notice Is hereby 

given that for the three month Interest Period from September 
17, 1997 to December17, 1997 the Notes wi carry an Interest 
Rate of B% per annum. The interest payable on the 
relevant interest payment date, December 17, 1897 will be 
U.S. 5151.67 per U.S. 510,000 principal anoint. 


By; The Cftaee Manhattan Bank 
London, Agent Bank 


September 17, 1997 


0 CHASE 


FINANCIAL TIMES 


Les Echos 


The FT can help you reach additional business 
readers In Franca. Our link with [he French 
business newspaper, Les Echos, gives you a 
unique recruitment advertising opportunity to 
capitalise on the FT’S European readership 
and to target the French business world. 

For information on rates and turther detalb 
please telephone: 

Toby RndervCiofts an +44 17t 8734027 


FIDELITY WORLD FUND 


Soddtd dlnvestissemeat & Capital Variable 
K a n sallis House - Place ae 1 "Erode 


K a n sallis House - Place de lEtodi 
B.P. 2174, L-1021 Luxembourg 
R.C. Luxembourg B 9497 


NOTICE OF EXTRAORDINARY GENERAL MEETING 


ft? 80 Extraonlinar y Ggpgai Meeting of Shareholder* of Plenty 
World Rind Srcav ( die ^om panyl will be held at the regi^red office of the Co^Sr 
m Luxembourg on September 26, 1997 at 11.00 a. m. to consider the following agenda: 

L To bear the report of the auditor to the liquidation. 

2. To approve the report of the liquidator and to die auditor to the liquidation. 

3. To grant discharge to the liquidator and to the auditor to the liquidation 

4. To gram discharge so the Directors in office at the date of liquidation. 

5. To resolve die close of die liquidation of die Company 

T ° ^ ^ b00ks ** Comply for a time of 5 years atfoc 

registered office of the Company. 3 

7. To note diat proceeds whidi inve not been distributed will be transferred to the Caisse 
des Consignations to be held for die benefit of the persons entitled thereto. 


If you are not able to attend the above Extraordinary General Meeting, you are urged 

S?? 6 ?? 6 ** a “5 s «^red office of the Company^ pS to tfae^fo 
of the Meetmg. Proxies can be obtained from the registered office of the Company. 
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INFORMATION TECHNOLOGY 


Fun with 3D 


ia S 


shopping 


W alk down 

London’s Regent 
Street into 

Piccadilly Circus and you 
Win see a Dixons and a 
Tesco. Really? Weil, 
virtually - for this 
shopping trip is made not 
in a world of bricks bat of 
bytes, and a few liberties 
have been taken with 
geography. 

The scene is found in 
CompuServe's VRcade, a 
3D “electronic raaH". It Is 
one of more than 300 sites 
that use Vlscape software 
from Superscape, a 
London-quoted company 
based in California. Ian 
Andrew, founder and 
chairman, believes 3D win 
become the norm for the 
web - “just as everyone 
switched from black and 
white to colour 
televisions”. 

It is in Superscape’s 
interest to enthuse about 
the third dimension. But 
the list of companies using 
its software is impressive, 
including Nortel. RTZ, 

NTT, Logitech and United 
News & Media. There is 
also non-commercial 
virtual reality on the web. 
Virtual Stonehenge, built 
by Intel for English 
Heritage using Viscape, is 
particularly intriguing, but 
a number of other 3D 
‘"authoring” packages are 
available, mostly using the 
open standard Virtual 
Reality Modelling 
Lang ua g e. 

What Is the appeal? With 
Virtual Stonehenge, it is 
easy to see. You can “fly” 
around the stones in one of 
a number of eras, seeing 
how they looked from all 
angles. But with an 
electronic shopping mall? 
There are certainly 
disadvantages. Yon need a 
powerful Pentium 
computer and a modicum 
of patience as the surreal 
“Downloading World” 
message is displayed for up 
to a minute. 

When the “world” 
appears, the fun s t a rts. 

You can move in any 
direction by clicking on an 
arrow, and can, for 
example, walk around 


Eros, the Piccadilly Circus 
statue. But the movement 
is jerky, the resolution 
modest, and when you 
click on a shop you return 
to tiro dimensions. 

All this, says Chris 
Warrender, CompuServe’s 
commerce group manager, 
does not matter, because 
the third dimension 
achieves its aim. “There's 
no doubt it's attracted a lot 
more traffic to the site." he 
says. Be chose 3D because 
“our shopping centre 
needed something to 
differentiate itself from 
other web malls”. Mr 
Warrender believes visitors 
are attracted by 3D the 
first time, but bypass the 
VRcade and go straight to 
the shops thereafter. 

When the Energy 
Efficiency Board 
commissioned a web site 
from Saatchi & Saatchi. the 
advertising agency used 
Viscape to create a “virtual 
boose”. Click on the walls 
or windows, and the latest 
ways of saving energy 
appear. “We wanted to tie 
in our message of this 
being clever stuff with 
cutting edge technology on 
the web," says Stefan 
Shaw, Saatchi’s interactive 
producer. “We're pleased 
with the response.” 

But If 3D is used purely 
as a way of differentiating 
sites, surely it will lose Its 
appeal as others go the 
same way? Proponents 
hope not “By the time the 
novelty has worked off, the 
technology win be 
developed enough to make 
It useful,” Mr Warrender 
says. Virtual reality is 
already used for training, 
with a handful of training 
sites available using 
Viscape. If quality 
improves, remote training 
could be transformed. 

Viscape sites can be 
found from vwww.com. 


Fax faces up 
to cut-price 


It’s cheaper, by 


competitor 


The traditional machine is in 
danger as the cost falls of sending 
information via the internet 


A growing number of ser- 
vices are becoming avail- 
able that allow faxes to be 
sent over the internet - 
either from a PC to a fax, or from 
one fax machine to another. But 
will cut-price faxes over the net km 
the fax machine? Here is a guide to 
the main issues. 

• How does it work? 

To send a fax from one fax 
machine to an oth er via the inter- 
net, a user just dials the destina- 
tion fax number. A redialling unit 
works out whether it is cheaper to 
send the fax over the standard 
phone network or over the internet 
(local faxes are not cheaper on the 
internet). 

If the internet is cheaper, the 
unit dials the number of the inter- 
net service provider's (ISP’s) fax 
gateway and enters a password, 
then dials the number of the desti- 
nation fax. The fax message will be 
converted into packets of data that 
can be sent over the internet as 
TCP/IP - Internet Protocol - pack- 
ets. 

When the fax reaches the nearest 
node on the internet to its destina- 
tion, it will be converted back into 
fax format (a binary file sent as 
data packets) and transmitted over 
the local phone network. 

This cuts out costly international 
calls, where a fax ties up a whole 
line. Several faxes can be 
sent simultaneously over the 
internet. 


.v.,\ •. 


. ' • 


^ • r. \ 


David Bowen 




The author edits Net Profit, 
a rum-technical business 
newsletter about the 
internet. 

www.net-profiLco.uk. 

Tel- 0181 516 4630 




• The. FFsTeviev^eT' 
Ihformafion Tecbhotogjjr ;V£ 
•appears bn the first-:' 
Wednesday of eacH.month 


To send a fax from an internet 
mailbox is similar. The user cre- 
ates the fax using fax software or, 
in some cases, an internet web 
browser. The fax is sent over the 
internet to the nearest node, then 
converted to standard fax format 
and sent out over the local net* 
work. It is also possible to send a 
far from a fax machine to an inter- 
net mailbox. 

• What equipment will be 
needed? 

Henry Ritscai, a web consultant at 
the ISP UUNet, says: “Big compa- 
nies planning to link fax machines 
to the net will Install netw o rk in g 
equipment - for example, a fax 
concentrator and a fax server. The 
concentrator will ensure that faxes 
are sent out over the company's 
leased line to the ISP, and the fax 
server wQl convert them into IP 
format” 

• How much could businesses 
save? 

Estimates vary as to how much 
companies can save by routing 
faxes over the Internet PSINet, the 
US internet service provider, says 
companies win be able to slash up 
to SO pa- cent off fax costs. Bob 
Emmerson, author of a recent 
study* on internet faxing, says: 
“Companies which do a lot of inter- 
net faxing ran cut their phono bill 
by around 40 per cent” 

If a company already has 24-hour 
connections to the internet faxing 
between offices could be virtually 
free because there would be no 
local calls at either end, says Mr 
Emmerson. The company would, 
however, need to Install fax boards 
and compatible fax gateways in 
every office. 

• Who is doing it? 

PSINet offers a service called Inter- 
netPaper. It is aimed at high- 
volume fax users spending more 
than £300 a month. Users pay a 
set-up charge of £100 and a mini- 
mum monthly fee of £50, which 
buys them £50 of fax usage. 

PSINet says 1,000 minutes of 



faxes to the US will cost £240 by 
traditional means, and stm using 
InternetFaper - a saving of 52 per 
cent Notification of whether faxes 
have been sent is ■ online, and the 
system will keep trying until it 
succeeds. 

UUNet, owned by US telecoms 
company WorldCom, says it will 
release UUFax at the end of the 
year. The service is currently being 
beta tested by Bear. Stearns, the 
US Investment bank, and Chevron, 
t he big US oil company. 

UUFax will Include intemet-to- 
fax, fex-to-fax and fax-to-internet 
electronic mailbox options. 

Two US phone companies, MCI 
and USA Global Link, plan to 
introduce Internet fax services 
before the end of the year. BT. 
which is merging with MCI, has 
“no' definite plans” to do so. But 
Deutsche Telekom, Germany’s big- 
gest telecoms operator, has 
launched a service. 

• Will it catch on? 

Again, opinions vary widely. Robin 
Duke-Woolley, a consultant at 
Schema, the UK telecoms research 
consultancy, says: “Ten per cent to 
15 per cent of international call 


traffic could, be threatened by fax 
and voice transmission over the 
net in the next few years.” 

In contrast, Peter Berne, BTs 
group product manager for the net, 
predicts: . “There will be a brief 
period while it is cheap. But if 
everyone starts sending faxes over 
the net, the system will become 
even more congested, extra capac- 
ity will be needed and someone - 
probably the user - will have to 
pay." 

WOl fax-on-the-net kill the fax 
machine? 

Mr 'Emme rson argues that if a com- 
pany is going to send fakes over 
the internet it might as well get rid 
of its machines and create 
faxes on a computer instead. But 
Deborah Sauer, vice-president of 
marketing at Pitney Bowes Facsim- 
ile Systems, says: "There are psy- 
chological reasons why people use 
fax mflrhmes that don’t translate 
well to faxing on the net These 
Include wanting to communicate 
urgently - that can’t be guaran- 
teed an the net - and wanting a 
hard copy.” 

Mr Berrie does not think the fax 
marhinA will die out He says his 


wife, a lawyer, has just bought a 
plain paper fax machine for about 
£300. 

“I could not persuade her to send 
fnvra from a computer [via the net 
or via the standard phone net- 
work]," he says, “because bear faxes 
nearly always include other 
printed documents she hasn’t origi- 
nated." 

Mr Berrie believes electronic 
man with attachments can offer a 
lot of thing s that fax can not For 
instance, “you can send colour 
graphics by e-mail,” he says. 

Mr Duke-Woolley says fax mess- 
aging is already being superseded 
by email as PC usage increases. 
But Valerie Holt, UK managing 
director of PSINet, says: “Fax 
won’t die, it will simply shrink.” 


•Internet fazing: the business case. 
FT Media and Telecoms Publishing 
tel UK: (0)171 8962234. £200. 


A free trial of internet faxing is 
available from US-based NetCen- 
tric's web site before October 1 
(http:llunow.netcentnc.com). Soft- 
ware and JO minutes of fcadng casg- 
where within continental VS Offrie. 



Accentuating 
more natural 
recognition 


Watching brief 


Your favourite network 


now drives intranets 


Gal ^JUf busimu moving today. Tblce ihe ndurd next itep with your reliable business netvwrfc - to on 
intranet. InlranetWare, the latest version of the network used by over 80% of organisations worldwide, 
brings the power of 4m internet Into yaur private network easily and securely. 

No major investment, no untied technology, no security or management problems - no risk. 

So, why buy when you can simply upgrade to on bilrane) or the Internet? 

Not the most difficult business decision, is M 


Moving to intranets couldn't be easier 





The ability of computers to 
understand continuous or 
natural human speech has 
long been considered the 
nlllnutto aim of vofcfl 
technology development. 

Until now general 
purpose PC-based voice 
recognition systems have 
required usots to speak in 
an artificial, slow and 
deliberate manner with 
robot-like pron ou nced 
pauses between each word. 
But those days may be over. 

Dragon Systems, the 
pioneer of voice technology, 
has launch e d Dragon 
NatnraHySpeaking which it 
riatrae tS the first 
large-vocabulary, natural, 
continuous speech 
recognition package for the 
PC. 

The UK version of the 
product, launched this 
week, is designed for & 
broad range of regional 
accents and features a 
230, OOO- word vocabulary. 
The software, which costs 

WM in fixe UK, ram hgniilp 

talking speeds of 160 words 
a minute and typically 
achieves around 97 per cent 
accuracy. 

Spoken text appears 
instantly an the screen and 
can be corrected, formatted 
and edited by voice or 
keyboard before being 
printed or transferred into 
Windows-based 
applications such as 
Microsoft Word. 

Dragon Systems: tel UK 
(0)1242 678575, fax (0)1242 
678301. US tel £3796553001 
webwww.dragonsus.com 



driver software, or 
manually selected using six 
buttons an the front of the 
case which also operate the 
eject mechanism. 

The software, which 
operates under Windows - 
3 ji or Windows 95, allows 
the drive to be set up as six 
logical CD-Roxns, with each 
disc having its own drive 
letter, or as a single drive 
letter. 

Teac tel UK (0)1923 
225235. fax (0)1923 23689a 
US tel 2137260803. web 
wuno.teac.com 


developed technology called 
ModelServer Publisher, 
which allows engineers to 
publish their designs and 
technical files over the 
internet, an intranet or 
extranet through common 
browsers, so that managers, 
colleagues and customers 
can view them. 

It is the first of a family 
of products called 
Engineering Back Office, 
and works with Bartley's 
own MkroStatkm and 
Autodesk’s widely-used 
AutoCAD computer-aided 


start-up, has developed a 
low cost, high resolution 
miniature active matrix 
liquid crystal display (LCD) 
which is expected to be 
used in the next generation 
of smartphones and 
information appliances. 

The CyberDlsplay - 
effectively a fully featured 
monochrome LCD on a 
silicon chip - measures just 
0J24in diagonally, less than 
a small coin. Bat it can - 
display text, graphics and ■ 
video at a resolution of 820 
by 240 pixels. The device is 
comfortable to view usinga 
special acrylic lens, uses ' 
very Utile power and is 
rugged. 

Possible 

telecommunica tions 
applications include smart' 
phones, Internet access 
devices and electronic 
organisers. It could also he 
used in smart card readers ' 
and scanners. 

Kapbti: tel US 5088246696, 
fax 5088246958. web 
wum.kopin.com. 


Engineering 
a link to 


design 


Engineering data are often 
quite hard to access for 
managers, office workers 
and others in 

mBnnfaff tm-bi g 1 co mpanies if 
they do not have the 
necessary applications 
installed in their 
computers. But the internet 
can provide a solution, 
writes Andrew Baxter. 

Pennsylvania-based 
Bentley Systems has 


According to Bentley, 
ModelServer Publisher is 
more cost effective than file 
conversion plug-ins. 

Bentley Systems: Roger 
Hewitson or Kevin Fronds, 
tel UK (0)1344 412233. fax 
(0)1344 412386, US tel 
6104585000. web 
www.bentley.oam 


Broker to 
client on the 
desktop PC 


vs 


Miniature 
LCDs jump a 
generation 


Kopin, a small 
Massachusetts-based 


Speeding up 
CD-Rom 



swapping 


Novell, 


For more information call Novell on 01344 724100 or visit us on http://www.uk.novBU.com/uk/ 


CM IWUKItelimlUaagtftel 




Fed np swapping CD-Rom 
discs in and out erf a 
PC-based drive? Teac, the 
Japanese consumer 
electronics group, has come 
up with a solution 
borrowed from the audio 
world where multi-play CDs 
have become commonplace. 

The Teac CD-C$8E Is an 
eight-speed CD-Rom drive 
with a six-disc autochanger 
which costs £149 in the UK 
and fits into a standard PC 
drive bay. 

Up to six CD-Roms can be 
posted through the front 
slot and selected 
individually using the 

supplied special CD-Rom 



In the investment markets, 
pe rhap s more than 
anywhere, tfnw is money 
and Info rm a tio n Is power. 
But traditional paper-based 
distribution methods for 
analysts’ reports are both' 
slow and cumbersome. 
British 

Telecoummnlcatians has 
developed an advanced 
multimedia distribution 
and management tool called 
Infer specifically for 
fina n c ial services market - 
professionals. 

Infer combines document 
format and handling 
capabilities which preserve 

the original look of a 

paper-based doemnezrt with 

communications network 
which ensures fast ' 
point-to-point delivery erf 
the information to a 


Work without wires 


SurfMate, a lightweight, wireless infrared keyboard for 
IBM-compatible PCs, has been introduced by New . 
York-based US Electronics Components, allowing users to 
sit anywhere in a room and access their computer 
applications from as much as l4ni away. An integrated 
pointing device eliminates the need for a separate mouse 
remote. 

US Electronics, tel UK (0)171 723 3773, fax (0)171 724 5766. 


- in the case of a brokerage 
firm, its clients. 

At the client end , n«m . 
can set alerts an feat 
reports on a topic of 
interest to them are 
immediatedly highlighted - 
when they arrive at the' 
h*hax on a desktop PC. 

BT. Tony Fitzakeriy: tel- 
(0)1717287017 





by Paul Taylor. Information 
can be sent by e-mail to 


pauLtBylor@FT.am 
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Gilts outperform rest of Europe 


GOVERNMENT BONDS 


By Edward Luce in London 
and John Labate 
in New York 

It was the turn of UK gilts 
yesterday to outperform the 
rest of Europe after markets 
reacted positively to news of 
a much lower than expected 
UK public sector borrowing 
requirement for August. 

Ten-year cash gilt yields 
tightened by almost 10 basis 
points over German bunds to 
close at a spread of 124 basis 
points - the narrowest since 
1994 - after starting the 
week at a spread of 140 
points. Analysts, however, 
were quick to point out that 
the gilts spread remained 
much wider than that of Ital- 
ian BTPs. which closed at 
just 76 basis points over 
bunds last night. 

“Excluding Greece, the UK 
is the last real convergence 


play left in Europe." said 
Mark Fox. chief fixed income 
strategist at Lehman 
Brothers In London. 

Few, however, expected 
UK gilts to rally to the 
extent that Europe’s "Club 
Med" countries have over 
the past 18 months. "Now 
that the mar kets are confi- 
dent European monetary 
union will be broad and will 
almost certainly go ahead, 
gilts appear to have lost 
their 'safe haven' status," 
said Sharda Persaud, Emu 
economist at Paribas Capital 
Markets. 

Mr Fox predicted that gilts 
could tighten to a spread of 
110 basis points over bunds 
but were unlikely to narrow 
much further in the 
short-term. 

UK retail sales data, 
released today, are expected 
to show a rise of 5.2 per cent 
in August. This could have a 
bearish impact on market 


sentiment, although many 
economists believe stronger 
UK economic figures should 
not have a negative bearing 
on the long-end of the gilt 
curve. The December con- 
tract on the 10-year gilt 
future settled 1% higher at 
117ft in London. 

Elsewhere, Spain an d Italy 
had a quieter day after Mon- 
day's outperfbrmance. 

However, economists said 
the unexpected drop in 
Italy's wholesale price index 
for August, and the release 
of public sector borrowing 
data showing Italy on course 
to meet the Maastricht bud- 
get deficit criterion for Emu, 
would help consolidate the 
gains made on Monday. 

“The markets are now 
pretty confident Italy and 
Spain will make the first 
round of Emu. so it's more 
convergence from now 
onwards." said Ms Persaud. 

The 10-year ITALIAN BTP 


future closed 0.28 higher at 
110.71 in London and the 
10-year SPANISH BONO 
future closed 0.33 higher at 
102.92 in Barcelona. The 
spread of Spain’s 10-year 
bo no over the equivalent 
cash bund widened margin- 
ally to close at 47 basis 
points. 

In New York, news of a 
low QJ2 per cent rise in the 
August consumer price 
index set off a rally in US 
TREASURIES. 

By midday the benchmark 
30-year Treasury bond had 
jumped 1 % to 98£, sending 
the yield down to 6.462 per 
cent The 10-year note also 
moved higher, rising % to 
99%. yielding 6.160 per cent, 
while the two-year note 
gained % to 100ft, to yield 
5.S22 per cent 

“In general, we hit levels 
where some investors were 
forced to cover their short 
positions throughout the 


curve," said Terence Piggott, 
head of government trading 
at Dalwa Securities America. 
He did not expect the long 
bond yield to break out Of 
the recent range of 6.25 to 
6.75 per cent on the cur- 
rently released data. 

The August CPI figure, 
which was slightly lower 
than many had expected, 
was the second low inflatio n 
marker in recent days. Last 
Friday's 0.3 per cent rise in 
the producer price index for 
August also sent Treasury 
prices soaring. 

The reports support the 
view held by many that the 
Federal Reserve's Open Mar- 
ket Committee will not lift 
interest rates when it meets 
again on September 30. 

In a separate report, indus- 
trial production was shown 
to have risen by a robust 0.7 
per cent in August, while 
capacity utilisation 
increased to 83.9 per cent 


Turkey meets 
strong demand 


New international bond issues 


INTERNATIONAL BONDS 


By Samer Iskandar 

The dollar remained the 
most active sector yesterday, 
underpinned by the surge in 
US Treasuries after the 
release of bullish consumer 
p rice d ata. 

TURKEY launched its larg- 
est deal in US dollars and. 
with a maturity of 10 years, 
its longest dated offering 
since 1989. 

The deal, ori ginall y priced 
to yield 375 basis points over 
Treasuries, was launched 
with a spread of 384 points 
as the lead managers. Mor- 
gan Stanley and Salomon 
Brothers, decided to main- 
tain the coupon at 10 per 
cent in spite of a sharp rally 
in the underlying market. 


WORLD BOND PRICES 


The lead managers said 
the extent of demand from 
the US was a sign of the 
deal’s success. "This is the 
first time such a substantial 
proportion of a Turkey issue 
bas been placed in the US," 
said a syndicate manager in 
London. 

Another said Turkish offi- 
cials had done a "great mar- 
keting job", adding: “They 
managed to convey the 
impression that this govern- 
ment will take all the neces- 
sary steps to solve the coun- 
try's budgetary problems." 

By late afternoon in Lon- 
don the bonds had outper- 
formed the underlying mar- 
ket. in spite of a $100m 
increase in the amount. 
Their yield spread over Trea- 
suries tightened to about 375 
basis points. 


■ US DOLLARS 
Regudlic of Turkey 

TCW Gem IL snr notes*# 
Turquoise Funcfing Carp## 
worth Finance IntifNattis) 
DePfa Bank Eirope 
Cervejariaa K*sar(d) 

■ D-MARKS . . 

City at Stockholm 

■ CANADIAN DOLLARS 
Bark of Nova Scotia 

■ DANISH KRONER 
Oregon Finance 
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6.375 98267R 
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Fees 
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Sep 2007 IJHfl 
Sep 2012 0 AO 

Oct 2002 0325H 
Oct 2004 0.375R 
Oct 2002 2.00 

Sep 2005 0.60ft 
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4-825 101.75 Oct 2001 2.15 


Speed 

bp 

.'.TikT - t.-- r 

*384461494-07) M Stanley /Salomon Bros 
Goldman Sadie 
GcfcJman/LTCB Ml 

*73{8UAug02) Deutsche Morgan Granfel 
OG Bank 

+280fBVi%-02) 1NG Barings^ 

DGZ " 


iso 99-375R Oct 2002 0273? +20(5fcSep0q A^ AmnVScat^cljBod 
• - -• -- .- : ' • - - ■_ ■?- ■ ■ ’ iirLi -Tjiv %7 

BOO 101.40 Oct 2004 1.875 - BtL 

Final terms, non-caUabte unless stated. Yield spread (over relevant government bond) at launch Buppiled by lead manager. $ 
Floating-rate note. (Semi-ennual coupon. R- Fixed re-offer price: tea* shown at re-offer level a) Amortising Issue. Calotte 
from Sep 99. al) 6-rrtfi Libor +42>6bp. a2) 2nd priority notes: $60m, 6-mth Libor +137Kfap. Dec 2012, 99489. cri from Sep 
99. a3) Sutxxdtnatod notes: S64.6m. variable coupon. 2S/B/12, par, caMbto from 2S/B/99. b) Backed by equipment lease 
recievabtea originated by Japan Leasing Corp. Average He: 22 yra. bl) 1-mth Libor *l4bp. c] Respective annual coupons 
5«r, 59*. GIL 7 and 8. d) Callable and putable on 26/9/02 at 39.43%. 


CERVEJARIAS KAISAR, 
Brazil's third largest brewer, 
launched its first interna- 
tional issue, with $80m of 
eight-year bonds. 

ING Barings, the lead 
manager, said the deal 
appealed to Swiss-based 
retail accounts, which are 
typically attracted by bor- 
rowers with strong name 
recognition. 


Kaisar's majority share- 
holder is Coca-Cola's Brazil- 
ian bottler. Coca-Cola holds 
a 10 per cent stake 
The company produces 
beer under licence from its 
other main shareholder 
Heineken, the Dutch beer 
group, but also sells brands 
under its own name. 

GLOBALDRIVE, the Euro- 
pean securitisation arm of 


BENCHMARK GOVERNMENT BONDS 


BOND FUTURES AND OPTIONS 


Ford Motor Credit of the US, 
priced its inaugural issue 
yesterday with a coupon of 6 
basis points over labor. 

JJ?. Morgan, lead manager, 
said the deal was fully sold 
during the session, with 
most going to "accounts that 
are new to the Ford name". 

Globaldrive was set up to 
issue securities collateral- 
ised by Ford assets. 


US CORPORATE BONDS 


Support 
for euro 
market 
proposals 

By George Graham, ' 
Banking Editor 

Proposals from financial 
market practitioners for 
new conv ent ions far trading 
euro financial instruments 
have won the backing of 
both the European Monetary 
Institute and the European 
Commission. 

The conventions cover 
areas such as the way for- 
eign exchange rates are 
quoted, how bond Interest 
rates are calculated and 
what days markets should 
remain open for trading, 
and are regarded as essen- 
tial if the markets are not to 
degenerate into confusion 
when the euro is introduced. 

The guidelines were 
agreed by trade groups such 
as the International Swaps 
and Derivatives Association, 
as wen as settlement houses 
such as Emodear and CedeL 
They are consistent with 
proposals produced by the 
Commission's own market 
practices committee, but go 
further in areas such as for- 
eign exchange. 

Yves-Thibanlt de Silgny, 
commissioner for economic, 
monetary and financial 
affairs, has told the gro u p 
that he endorses their pro- 
posals. Wim Dnisenberg, 
EMI president, said EU cen- 
tral bank governors sup- 
ported the guidelines. 

Among the agreed conven- 
tions are that bond prices 
should be quoted in deci- 
mals, rather than the frac- 
tions used in the US and UK; 
the number of days to be 
used for calculating accrued 
interest mi bonds; and that 
business days should be har- 
monised with the operating 
days proposed for the Target 
payment s yste m to be oper- 
ated by the European Cen- 
tral Bank. 


capital markets news digest 

T.iff c euromark 

futures surge 

KSssffssESSSE 

euromark future hit a daDy record of 512JM1 

- the first th» fiailr votaete 
exceeded 500 000 contracts in any of Liffe s traded p rod- 

^teSSS^ ! S*e 1 ^iWUW of higher interest 

in U» euraeark ftbn 
erpiry of the three-month erne 
rasday. Lift said. Tte previous daily 
high in that contract was 419.0OT ronoucte. ^ 
Deutsche TermtobOrse, Liffe s 
yesterday also announced new records, with total trading 
taafl itsoptions and financial futures this year over- 
SSg ft. Svolume for 1996. With 77*n contracts 
traded to date this year, DTB said 1997 was its busiest 

y lh the latest sign of growing competition between the 
two exchanges, Liffe said yesterday that it jrauWopro 
floor trading an its key 10-year German government bond 
future half an hour earlier. 

The move - almost certainly an attempt to compete 
with Frankfort, which is one hour ahead of London - 

trading in the long-bund future will start at 7am. 
Trading in the Bund options contract will also start half 
anS earlier, at 7.02am. Edward leice 

■ ISRAELI BANK SHARES 

ING to launch basket contract 

ING Barings, the Netherlands-based investme nt ba nk, 
will launch in the coming days options on a futures con- 
tract based on a basket of Israeli bank shares, the first 
such contract based on Israeli stocks. The options, which 
will be listed in Luxembourg, wfll be based cm a basket 
im.iiiriin g Israel's three largest banks, and will be avail- 
able to domestic and foreign investors for a minim u m of 
$10,000. 

The decision by ING to launch the contract reflects the 
gm ari n g 1 sophistication of the Israeli market and the 
recent privatisation of Bank Hapoalim and Bank Lernni, 
the two largest banks. “The banks are now hot stuff," said 
Gad Haker, head of international investment at flanot- 
Rafnnha, the Israeli securities house assisting ING Bar- 
ings in the placement. 

The move into options also follows sweeping reforms 
introduced last month by the Bank of Israel, the central 
Vtfmir It removed foreign exchange restrictions, allowing 
rom p ai-rfftfi anr * private investors the chance to diversify 
their portfolios. Restrictions on Israeli companies’ invest- 
ments have been lifted and curbs on mutual funds invest- 
ing in foreign securities abolished. 

Judy Dempsey, Jerusalem 







BENCHMARK EUROBONDS 


seoie . 

fad 

□ate 

Bid 

Coupon Price 

Bid DaychgWkcrig Month Year 
Yield yield yMd chg ykl chg yld 

Australia 

03/99 

10/07 

8.250 102.1000 
10800 1260440 

4.73 

681 

+083 

-0.24 

-0.18 

-089 

-089 

-2.19 

-1.67 

Austria 

09/99 

7.000 1062200 

483 

-0.03 

+0.11 

+085 

+0.44 


07/07 

5825 99.7000 

585 

-0.02 

-084 

-08S 

-087 

Beighan 

04/99 

7800 1048100 

4.03 

+0.01 

+0.03 

+087 

+035 


03/07 

6^50 1018700 

589 

-084 

-0.05 

-086 

-0.06 

Canada 

03/9B 

4.000 100.1100 

382 

-088 

_n <n 

-U22 

-182 


06/07 

7250 1iai500 

58* 

-089 

-0.16 

-0.13 

-1/42 

Danmaric 

12/B9 

8800102.7500 

486 

_ 

+0.07 

+089 

+081 


11/07 

7.000 105.0600 

680 

-OjW 

-083 

-088 

-082 

Finland 

01/99 

11800 108.7890 

482 

+085 

+0.17 

+088 

-033 


04/06 

7850 109-2580 

584 

-085 

-083 

-085 

-088 

Franca 

11/99 

7800 1058600 

489 

+084 

+088 

+085 

-0.12 


IQ/04 

0.750 1 09 8900 

5.15 

-081 

- 

-084 

-084 


10/07 

5800 998000 

582 

-082 

-084 

-085 

-089 


10/25 

6800 978600 

0.18 

-083 

-088 

-0.13 

-084 

Qaunany 

06/99 

3800 99-2200 

387 

*081 

♦0.11 

+0.08 

+038 


07/04 

0.750 lOB^WOO 

584 

-081 

-082 

-088 

-085 


07/07 

0800 102. 8300 

581 

-083 

-085 

-086 

-084 


07/27 

6800 1038400 

685 

-004 

-087 

-0.14 

-0.71 

Mud 

04/99 

0850 101.1700 

5r41 

-014 

-088 

-084 

-182 


08/D8 

B.000 112-6000 

6.12 

-013 

-080 

-032 

-1.14 

Italy 

05/00 

6800 101 8700 

543 

-085 

-084 

-086 

-2.76 


05/02 

6850 1028700 

580 

-084 

-082 

-032 

-286 


07/0? 

8.750 103.720Q 

683 

-0.03 

-0.15 

-033 

-281 


01/28 

7850 105.1300 

6.04 

-086 

-0.14 

-036 

-283 

Japan 

ora 

4800 107.4900 

048 

- 

-003 

-0.14 

-0.70 


12/02 

4800 11B-6500 

1.49 

-082 

-0.07 

-0.13 

-085 


0005 

3800 1078300 

282 

-083 

-087 

-0.13 

-088 


03/17 

3800 1098700 

284 

-082 

-086 

-089 

-0.71 

Nall tm laiala 

08/99 

7800 1058500 

4.11 

+0.04 

+087 

♦087 

+081 


02/07 

5.750 1018800 

587 

- 

-083 

-085 

-0-48 

Naw Zealand 

02/00 

0800 088768 

7.14 

*083 

-084 

-0.10 

-086 


11/06 

0.000 1068418 

084 

- 

-089 

-085 

-1.48 

Norway 

01/99 

9.000 1058900 

488 

+086 

+0.09 

-0.11 

-1.09 


01/07 

6.750 105.7900 

582 

-081 

-0.04 

-080 

-186 

Portugal 

03/99 

8800 104.7597 

5.11 

-0.02 

-088 

-082 

-2.05 


02/07 

8825 1038705 

6.15 

-083 

-0.10 

-034 

-2.15 

Spam 

07/99 

7.400 1048590 

488 

-0.06 

-0.13 

-088 

-236 


03/07 

7850 1098069 

683 

-0.05 

-0.15 

-089 

-237 

Cwadan 

01/99 

11800 107.7460 

484 

-082 

+085 

-0.11 

-133 


06/07 

8800 111.1400 

6.44 

-087 

-0.10 

-080 

-183 

Switzerland 

03/99 

4800 1038300 

1.76 

+084 

-081 

♦0.19 

-086 


08/07 

4800 107.4500 

386 

+081 

+083 

+088 

-048 

UK 

08/99 

6.000 98.7500 

6.71 

-0.13 

-0.15 

-025 

+081 


11/04 

6.750 1008500 

6.70 

-0.17 

-086 

-036 

-083 


12/07 

7850 1038088 

6.71 

-0.15 

-086 

-035 

-181 


06/21 

B.000 1168313 

6.65 

-0.16 

-087 

-035 

-1.41 

US 

07/99 

5875 1008682 

583 

-088 

-0.13 

-0.03 

-039 


05/04 

7850 1008397 

6.13 

-0.12 

-0.18 

-0.11 

-036 


oa/07 

6.125 99.7505 

6.16 

-0.12 

-0.17 

-0.15 

-087 


08/27 

6875 98.7942 

6.47 

-0.10 

-0.15 

-0.13 

-040 

ECU 

03/99 

5800 1008600 

481 

+085 

+0.04 

-082 

+0.16 


04/07 

5.500 97.0500 

582 

-0.04 

-087 

-0.12 

-0.78 


London docMQ. Now York mH-dw. Source IntoracOra Dao/FT Momwo n 

YMdE loot mmfcat stamurd/’Annutosed ywU twnta. 


10 YEAR BENCHMARK SPREADS 


Sod IB 

EU 

YWd 

Spend Speed 
vs « 

Bunda T-Bonds 


8>d 

Ynid 

Spaad Spend 
V3 v» 

Bunda T-Bond, 


032 

+0.71 

+016 

r+jwZoatard 

694 

+133 

+0.7B 

Austria 

565 

+084 

-081 

Norway 

592 

+031 

-034 

BatgUnr 

5.00 

*008 

+0.47 

Portugal 

6.15 

+084 

-081 

Canada 

584 

+023 

-0.32 

Span 

603 

+0.42 

-0.13 

Dnvntvh 

620 

-089 

+08* 

Sweden 

6.44 

*1X03 

-038 

Mon) 

5 84 

+023 

-032 

S+nt2ariand 

359 

-2.03 

-288 

France 

582 

-089 

-084 

UK 

671 

♦1.10 

*085 

Gwmany 

581 

- 

-OSS 

US 

616 

+085 

- 

iratona 

612 

+051 

-084 

ECU 

582 

-031 

-034 

inly 

023 

+082 

+0.07 


Japan 

282 

-380 
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EMERGING MARKET BONDS 








Do/a 

Mtti's 

Spud 


Rod 


S 8 P 

Btd 

Bid 

chge 

ctiga 

ra 

S«p 10 

dare 

Goupn 

Ratmg 

price 

yield 

)* 

yw 

US 

■ EUROPE 








Croatia 

02/02 

7000 BBB- 

98.0978 

731 

-008 

+0.17 

+1.47 

Poland 

07/00 

7.750 

BBB- 

102.9615 

6.55 

-0.08 

-032 

+0.64 

Russia 

11/01 

9.250 

B8- 

102.0087 

8.41 

-0.D8 

+0.03 

t2r43 

■ LATIN AMERICA 







Argentina 

01/17 

11375 

BB 

117.5028 

937 

-0.10 

+0.18 

+306 

Brazil 

11/01 

8.675 

B8- 

1033215 

739 

-0.08 

+021 

+ 131 

Mexico 

01/07 

9875 

BB 

1008492 

8.78 

-0.10 

*0.13 

+2.62 

■ ASIA 









Cftna 

07/01 

7.750 BBB+ 

1023121 

634 

-0.08 

+035 

+0.88 

RAppmes 

ions 

B.750 

BB+ 

1013732 

658 

-0.10 

+0.03 

+239 

Thailand 

04/07 

7.750 

n/a 

102.1381 

7.42 

-0.10 

+0.46 

+136 

■ AFTOGA/MDDLE EAST 







Lebanon 

07/00 

9.125 

BB- 

103.7759 

739 

-0.08 

-0.10 

+138 

Souttl Africa 12/99 

9.625 

BB+ 

105.6292 

686 

-035 

+0.12 

+1.03 

Turkey 

05/02 

10.000 

B 

1043244 

839 

+038 

+030 

+2.65 

■ BRADY BONOS 








Argentina 

03/23 

5.500 

BB 

74.3590 

841 

-0.10 

+2.15 

+301 

Brazil 

04/24 

4350 

BB- 

72.1014 

846 

-0.10 

-0.03 

+0.04 

M«k» 

12/19 

6350 

BB 

82.0879 

7.98 

-0.10 

-037 

+1.64 

Venezuela 

03/20 

8.750 

B+ 

85.9318 

8.12 

-0.10 

-038 

+1.77 


tendon ekreng. Source: Irseractwo Dato/FT krtannston. 

Stand**! & fart ratings 


France 

■ NOTIONAL FRBICH BO HD FUTURES (MATTF) FfriSOOhOO 



Open 

Sett price Change 

High 

Low 

EsL voL Open InL 

Dec 

8930 

9938 +0.18 

99.36 

99.08 

113393 128,719 

Mar 

96.60 

96.52 +0.04 

96.60 

9840 

52 528 

Jun 

96.30 

9832 

98.30 

98.30 

2 

■ LONG TERM FRENCH BOND OPTIONS (MATIF) 




Strike 

Price 

Oct 

- CALLS - 
Nov 

Dec 

Oct 

- PUTS - 
Nov 

Dec 

SB 

- 

. 

ajn 

- 

035 

015 

07 

209 

- 

23G 

0.01 

0.12 

039 

98 

1.14 

1.36 

139 

0.06 

038 

052 

99 

036 

0.73 

035 

038 

0.65 

0.67 

100 

0.04 

0.30 

032 

0.96 

132 

143 

Eat *aL total, Csfe 

12210 Buts 14.180. Planters [tor'll apon InL, Cato 01 j8B1 PUB 7B/CD . 


Germany 

■ NOTIONAL GERMAN BUND FUTURES (UFFET DM250,000 lOOttiaof 10098 


Open Sett price Change High Lour EsL vol Open bit 
Dec 101.88 102-34 +0.48 102.40 101.79 231226 258847 

Mar • 101.53 +0.46 0 882 


■ BUMP FUTURES OPTIONS (LUTE) DM25000Q points of 100% 
Strike — CALLS PUTS 


Price 

Oct 

Nov 

Dec 

Mar 

Oct 

Nov 

Dec 

Mar 

10200 

0.46 

080 

1.00 

1.10 

012 

048 

086 

1.57 

10250 

0.17 

OS2 

073 

□39 

033 

088 

088 

136 

10300 

0.04 

031 

0.51 

0.70 

070 

037 

1.17 

2.17 


Eat. voL totfiL Cals 20895 Puts 23B81. fawoua day* open mu Cafe 137406 Pl*» 17407B 


■ NOTIONAL GERMAN BUND (BOBL) FUTURES 
(DTB) DM250.000 lOOths of 100% 



Open 

Settprice Change 

High 

Low 

EsL vol Open inL 

Dec 

103.90 

104.12 

+036 

104.14 

103.77 

122,065 204.921 

Mar 

10339 

10340 

+032 

10039 

10338 

1 1342 

Italy 








■ NOTIONAL ITALIAN GOVT. BONO (BTP) FUTURES 
(UFFET Lira 200m lOOths ot 10096 


Open Sett price Change High Low EsL vol Open nt 
Dec 110.52 110.71 *023 11080 11023 50156 111794 

Mar J10.50 110.61 +028 11050 110J0 79 8 

■ ITALIAN BOVT. BOND pig FUTURES OPTIONS (UTF5 LaaZOOm IQOflS oMOO* 


Strike 

Price 

1 ' 

CALLS 

Dec Mar 

Dec 

PUTS “ 

Mar 

11050 


135 1.86 

104 


1.75 

11100 


039 1.60 

138 


1.99 

11150 


0.77 136 

1.56 

235 

EsL voL total, Cafe 3311 fas 4077. famous day's span mu Crib 58051 Pu» 49173 

Spain 






■ NOTIONAL SPANISH BOND FUTURES (MEFF) 





Open 

Sett price Change Vfigh 

Low 

ESL VO). 

Open inL 

Sep 

- 

118.74 

_ 

_ 

9.094 

Dec 

102.60 

10232 +032 102.95 

102.40 

9a 127 

74,853 

UK 






■ NOTIONAL UK GILT FUTURES (UFFE)" £50000 32nds of 100% 



Open 

Sen price Change High 

Low 

ESL vol 

Open n. 

Sep 

116-14 

117-21 +1-11 117-20 

116-14 

1664 

5959 

Dec 

115-29 

117-08 +1-12 117-09 

115-26 

145486 

167897 

■ LONG GILT FUTURES OPTIONS (UFFE) £50.000 64ths at 100% 






M me 


OUlFlti 

Price 

Oct 

Nov Dec Mar Oex 

Nov 

rUlo 

Dec 

Mar 

117 

0-29 

0-60 1-15 1-53 0-1? 

0-48 

1-03 

1-55 

118 

0-06 

0-32 0-49 1-24 0-58 

1-20 

1-37 

2-26 

119 

0-01 

0-15 0-30 1-00 1-53 

2-03 

2-18 

34J2 


EsL voL art* Cafe 18740 Puts 80*5. Pimm day’s open mu Cafe 30756 Puts 23383 

Ecu 

■ ECU BOND FUTURES (MATTF) ECUIOO.OOQ 

Open Settprice Changa High Low EsL voL Open inL 
Dec 97.12 97.42 +032 97.56 97.12 7.196 5.056 


US 

■ US TREASURY BOND FUTURES (CBT) SlOOJOO 32nds of 10W8 



Open 

1 afner 

Change 
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CURRENCIES AND MONEY 



cautiously higher 


markets report 


By Simon Kuper 

■Hie dollar rose off Its lows 
ag ai n st the D-Mark yester- 
°*y r as traders decided that 
recent dollar selling had 
gone too far. The currency 
gamed against the yen, as 

sentinxent over Japan’s econ- 
omy remained weak and no 
leading Tokyo or Washing- 
ton figures warned against 
the dollar's rise. 

The dollar was also aided 
by a rally m us equities and 
bonds, after data confirmed 
that inflation was still 
almost non-existent and eco- 
nomic growth strong-- Con- 
sumer prices rose just 0.2 per 
cent month -on -month in 
August, less than exjjected. 
,That was even though the 
rate of factory use hit a two- 
year high and industrial out- 
put grow at its strongest rate 
for nine months in August 

The dollar rose half a yen 
against the Japanese cur- 
rency and half a pfennig 


against - the D-Mark to close 
in London at Y 120.8 and 
DML768 respectively. . * 

■ Sterling fell as belief took 
hold, that UK government 
finances were sound and 
■interest rates -had peaked. 
Paul Meggy esi, senior cur- 
rency economist at Deutsche 
Morgan Grenfell in London, 
said foreign investors were 
still buying UK gilts, partic- 
ularly after impressively low 
government borrowing fig- 
ures for August were pub- 
lished yesterday. However, 
he said that more and more 
Investors were hedging their 
currency risk, as they expec- 
ted the pound to drop fur- 
ther. Sterling fell a cent 
against the dollar to $L595 
and Li pfennigs against the 
D-Mark to DM2319. " 

■ Pound In Haw York 
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Short sterling futures con- 
tracts jumped to reflect the 
fading prospects for rate 
rises. The June 1996 contract 
gained 17 basis points and is 
now . pricing . in an 
unchanged level of base 
rates at 7 per cent The Sep- 
tember 1999 contract soared 
23 basis points, and prices in 
base rates of about 6.75 per 
cent Robin Aspinall, chief 
economist at National Aus- 
tralia Bank in London, said 
the rally was partly due to 
growing sentiment that Emu 
would occur, and that the 
UK might join it soon. Were 
that to happen, UK rates 
would fell towards the aver- 
age European leveL 

■ The French franc closed 
at FFr3.360 to the D-Mark, 
around its highest levels 
since June 1993. The franc 
has been creeping towards 
its central parity rate within 
the European exchange rate 
mechanism of FFr3.3539 
against the D-Mark, because 
this weekend's Ecofin meet- 





lng of European Union 
finance ministers and cen- 
tral bankers seemed to set 
monetary union firmly on 
track. Currencies are now 
expected to convert Into the 
euro at their central rates. 

■ Norway's government 
may change but the krone 
soldiers on. The currency 
dipped briefly after the 
Labour government lost 


Monday's election and 
Thorbjorn Jagland, prime 
minister, said he would 
resign next month. But it 
soon recovered, th anks to 
Norway's oil-fuelled current 
account surplus. 

Oystein Stepbansen, head 
of economic research at 
Skandinaviska Enskilda 
Banken in Oslo, said the 
krone could be volatile until 
a new government was 
formed and bad presented its 
budget on October 13. But he 
saw no reason for the cur- 
rency to slide. 

■ The D-Mark has jumped 
13 pfennigs against the dol- 
lar since hitting a low of 
DM1.89 in early August. 
That Is because the German 
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Czech Dp 510754 - 53.1853 312370 - 313450 
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tan <7854)0 - <78100300000 - 300000 
Kuwait 0.4851 - 0.4857 03043 - 03045 

Poland 5.4738 - 5.4820 14340 - 14370 

ItoHie 933040 - 9337.45 5853-70 - 585420 
S2544- 545M 18728 - 16730 
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economy is recovering, the 
market no longer thinks that 
the putative euro will be a 
weak currency, and the 
Bundesbank has hinted at 
rate rises. Mr Meggy esi says 
some ftands that were over- 
weight the dollar are now 
selling, believing that its 
tu rning point come. 

But Deutsche Morgan 
Grenfell still backs the dol- 
lar. Mr Meggy est says this is 
because the Bundesbank is 
less likel y to r aise rates than 
the market thinks. Euro- 
mark futures contracts are 
pricing in a repo rate erf 4 per 
cent by next summer, com- 
pared with 3 per cent today. 
Mr Meggy esi feels this may 
be to exaggerate the 
strength of the German 
recovery, which is still 
largely export-led. “Germany 
cant have gone from being a 
basket case to a renaissance 
power in the space of three 
or four months,” he says. 
Fair value for dollar /D-Mark 
remains about DM1.75- 
DMl-80. Deutsche believes. 
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-1XS3 790 - 324 

447X48 

444.148 

446X4 

-4.0 

449X64 

-IK 

457X32 

-29 

652 

40X042 852 - 872 

1X701 

1X570 

1.0657 

OX 

1X643 

0.7 

1X534 

1 2 

BOX 

-10X9 885 - 138 

2785X5 

2738X4 

2750.19 

ox 

2750.16 

OX 

2747X8 

0.1 

76X 

-0.194 538 - 095 

58X630 

S 

i 

58X017 

3.7 

57X317 

3X 

55X817 

4X 

1023 

-0X124 729 - 756 

3.1903 

3.1639 

3.1641 

3X 

3.1432 

29 

3X472 

4X 

101.7 

-0X156 394 - 534 

11.7682 

11X866 

11X139 

3X 

11X529 

22 

11XB39 

21 

07X 

-1.3&8 235 - 574 

287X30 

285X29 

286X48 

0.7 

28S.71B 

IX 

281X3 

1.7 

B24 

-0X77 793 - 102 

ggawn 

237X00 

237X32 

1.6 

236X82 

IX 

232512 

2X 

772 

-0X443 715 - 871 

12X582 

12.1589 

12.1518 

27 

120933 

28 

11X368 

28 

86.7 

-0X201 084 -115 

2X285 

2X050 

2X991 

5.7 

22765 

XX 

21783 

52 

107X 

- 

- 

. 

- 

- 

- 

. 

- 

- 

99.1 

-0X05 388 -402 

1X455 

1X356 

1X381 

2X 

1X289 

2J 

1X949 

21 

- 

-0X105 937 - 948 

1X057 

1X882 



. 


. 

. 

. 

-0X105 419 - 433 

1.7538 

1.7349 

- 

- 

. 

- 

- 

- 

- 

-0X144 IBS - 207 

2X352 

2X111 

22127 

3.7 

21991 

27 

21482 

32 

842 

-0X887 726 - 834 

12X834 

12X578 

-• 

- 

- 

- 

- 

- 

. 

-0X108 940 - 950 

1X060 

1X884 

1X825 

IX 

1X887 

IX 

1X747 

12 

1052 

-0X05 210- 239 

2X372 

2X180 

2-2189 

2X 

22105 

22 

21736 

22 

908 

-0X834 439 - 525 

12X381 

12X022 

12X472 

0.1 

12X407 

02 

122857 

OX 

- 

-0X562 013-973 

58X220 

57X090 

58X945 

-4X 

58.7951 

-4.1 

s 

1 

-ax 

- 

-0X387 755- 946 

5X065 

5X746 

- 

- 

- 

- 

- 

- 

. 

-0464 444 - 724 

104X90 

191X30 

101X64 

6.4 

189X39 

6X 

160X54 

6.2 

1272 

+0X062 677 - 770 

4.7B47 

4.7369 

4.7787 

-1.1 

4.7847 

-IX 

4X033 

-OX 

. 

-0X075 128 - 170 

2X288 

2X033 

2X1B 

-IX 

2.821 B 

-1.1 

2X224 

-ox 

107X 

-0.1808 288.-375 

52X584 

51X132 

51.742 

-5.7 

51X015 

-22 

520485 

-28 

. 

-0X396 781 - 822 

6X209 

5X575 

5X787 

0.7 

5J36B3 

CLB 

5X318 

OX 

- 

-0X131 069-100 

2X241 

2X039 

24039 

23 

23938 

24 

23456 

26 

- 

-0X437 567 - 062 

7X056 

7X377 

7X222 

-9X 

7X401 

-9X 

8X77 

-82 

- 

-9X9 576 - 305 

1456X4 

1443XS 

- 

- 

- 

- 

- 

- 

- 

-0X010 059-361 

45X513 

45X871 

45X044 

0.4 

45X847 

OX 

45X67 

OX 

- 

-0.1469 404 - 385 

58X180 

55X530 

58.7751 

-6X 

59X387 

-5X 

60X689 

-3.1 

- 


PhSppinu peso) 51.5822 
Sard Arabia (SR) 69902 
Singapore (SS) 2.4085 
South Africa (R) 74815 

South Korea (Won) 1448.40 
Taiwan (18) 45.6210 

Thailand ' (pi) 584885 

t Raws tar Sep 15 . BteVUtw l/nta In the Pound Spot taUb show arty ti» M Ana bocknti) ptocea- Faramd atm an net dtradly voted to tha imtknt 
but roe tinted fry Blunt karate rates. Satina tadrai catadasd by the Bra* of Embed. Bose wstaoe 1800 ■ 100. Max rotate! V2QS. Bid. OOsr red 
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CROSS RATES AND DERIVATIVES 


Sop « 

Ctasteg 

mid-point 

Change Bkirofter 
on ttey spread 

Day's «id 
high low 

One month 
Rata %PA 

Throa months 
Rate WA 

One year 
Rate 1 

JX Mugan 
MPA index 

Europei 

Austria 

ISc h) 

124424 

40X343 397 - 451 

124960 

12X870 

124184 

2X 

12X694 

23 

12.1454 

24 

102X 

Belgium 

P ft) 

324890 

40.119 830 - 950 

38X320 

36X700 

36414 

2X 

36X625 

2X 

35X69 

2X 

1Q22 

Dromaric 

(DKr) 

6.7312 

tOXIO 302 - 322 

6.7599 

8.7037 

6.7165 

2.1 

6.6952 

2.1 

fiXBSB 

2.1 

1038 

Finland 

?=M) 

52946 

400361 921 - 971 

5X194 

5X525 

5X831 

2X 

5X595 

2.7 

5.1656 

24 

BIX 

Frames 

(FFr) 

5X400 

40X168 392 - 407 

5X630 

5X185 

5X285 

2.3 

5X047 

24 

5.7958 

24 

104.7 

Germany 

(DM) 

1.7681 

400040 677 -684 

1.7760 

1.7610 

1.7643 

28 

1.7565 

28 

1X215 

ZB 

102X 

Greece 

(Dr) 

279.120 

*068 040 - 200 

280X30 

277.760 

260415 

-SX 

28247 

-48 

29982 

-3X 

64X 

Ireland 

TO 

14955 

-00159 945 - 965 

1X143 

14900 

1.4948 

OX 

1.4938 

OX 

14042 

0.1 

- 

Italy 

W 

1724.75 

+5X5 450 - 500 

1733.75 

171B.70 

1726X2 

-IX 

1729X3 

-1.1 

1732X5 

-ox 

76X 

Luxantboug 

(LFr) 

324890 

40119 830 - 950 

36X320 

36X700 

38414 

2X 

36X825 

2X 

35X69 

2X 

102X 

Nattwrtands 

P) 

1X006 

400054 905 - 910 

1X996 

1X830 

1X865 

28 

1X76 

28 

13403 

2X 

1018 

Norway 

(NKr) 

7X041 

+00383 020-062 

7X505 

7X575 

7X896 

2.4 

7X612 

2X 

7.1495 

2.1 

97X 

Portugal 

(Ea) 

179.620 

+0X1 570 - 670 

180X70 

179.100 

179X84 

OX 

179X3 

OX 

178X8 

0.7 

92.7 

Spate 

(Pta) 

148230 

40435 180 - 290 

149.770 

148X50 

149.185 

04 

149X1 

OX 

147X35 

OX 

7BX 

Sweden 

(SKr) 

7X383 

40X226 358 -408 

7.6867 

7X001 

7X292 

1.4 

78099 

IX 

7X359 

IX 

888 

Switzerland 

(SFtl 

14487 

-00031 482 - 492 

1.4569 

14460 

14434 

44 

1.4327 

44 

1X872 

4X 

1068 

IK 

« 

1X945 

-00108 940 • 950 

1X060 

1X884 

1X925 

IX 

1X887 

1.5 

1X747 

IX 

994 

Ecu 


1.107S 

-00035 075 -080 

1.1115 

1.1030 

1.1092 

-1.6 

1.1124 

-1.7 

1.128 

-IX 

- 

SDRt 

. 

073185 

- 

- 

- 

. 

- 

- 

- 

- 

. 

- 

Anwricu 

Argentina 

(Peso) 

0X999 

- 998-999 

0X990 

0X998 

m 



p 



_ 

Brad) 

w 

1X829 

+00006 928 -SOD 

1X832 

1X922 

- 

- 

- 

- 

- 

- 

- 

Canada 

ICS) 

1X921 

400002 SIB -923 

1X935 

1X913 

1X888 

2.7 

1X832 

2X 

1X626 

2.1 

84X 

Mexico (New Paso) 

7.7845 

-0003 620 - 670 

7.7875 

7.7615 

7X73 

-168 

8X84 

-16X 

8X945 

-15X 

- 

USA 

0) 

- 

- 

■ 

- 

■ 

- 

- 

- 

- 

- 

106.0 

PactoeMritfla Eastf Africa 
Australia (AS) 1X938 

40006 933 - 943 

1X957 

. 1X930 

1X932 

OX 

1X914 

0.7 

1X83 

OX 

oat 

Hong Kong 

(HKS) 

7.7443 

-0X01 440 - 445 

7.7451 

7.7435 

7.7448 

-0.1 

7.7457 

-0.1 

7.748 

ox 

- 

Indto 

(Rs) 

36X000 

40X18 500 - 500 

36X000 

364400 

36.6375 

-4X 

36X225 

-48 

38.135 

-4X 

. 

Israel 

IShk) 

3X027 

-0X011 978 - 078 

3X096 

3X031 

- 

- 

- 

- 

- 

- 

• 

Japan 

(Y) 

120780 

40505 730 -830 

121.190 

120X(0 

120X65 

5.1 

119X65 

5X 

114X65 

4X 128.7 

Malaysia 

(MS) 

29930 

400235 910 - 950 

2X960 

frftwn 

2X975 

-IX 

3X065 

-18 

3X365 

-IX 

- 

New Zealand 

<HZ$I 

1X772 

40X057 763 - 780 

1X798 

1X748 

1X78 

-OX 

1X804 

-08 

1X905 

-OX 

- 

Ptflppbws 

(PMd) 

32X500 

401 000-000 

32X000 

32.1500 

- 

- 

- 

- 

- 

- 

- 

Saucfl Arabia 

(SR) 

27505 

-0.0001 504 - 506 

3.7508 

3.7503 

3.7512 

-OX 

3.7522 

-OX 

3.7569 

-OX 

. 

Singapore 

(SS) 

1X105 

40X018 100 - 110 

1X140 

1X060 

1X088 

14 

1X05 

IX 

14855 

1.7 

- 

South Africa 

PJ 

4X795 

400035 780 - 810 

4X815 

4X730 

4.72 

-104 

4.7995 

-10X 

5.102 

-9X 

- 

South Korea 

(Woo) 

009X00 

- 000 - 000 

912.000 

906X00 

- 

- 

- 

- 

- 

- 

- 

Taiwan 

(T5) 

28.6115 

- 110-120 

28X200 

28X000 

28X225 

-OX 

28.6315 

-ox 

28.724 

-04 

• 

Thatand 

m 

36X500 

4015 000 - 000 

38.7200 

38X000 

37X95 

-148 

37X 

-12.6 

39X3 

-ex 

- 
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WORLD INTEREST RATES 


MONEY RATES 

September 16 Over 

night 

One 

north 

Three 

mats 

Sbc 

miha 

One 

yasr 

Lamb. 

inti. 

Do. 

rate 

fepa 

rate 

Mgfam 

3g 

34 

34 

38 

3% 

6X0 

2X0 

- 

Franc# 

34 

34 

3B 

3R 


3.10 

- 

4.75 

Germany 

34 

34 

3M 

3M 

3* 

4X0 

2X0 

3X0 

Intend 

6tt 

6M 

8i 

SM 

58 

- 

- 

6.75 

HMy 

m 

644 

B£ 

ea 

58 

7.75 

6X5 

6X2 

MeBwriteida 

34 

34 

3M . 

33 

38 

- 

2X0 

3X0 

Switzerland 

itt 

1& 

13 

14 

18 

- 

1X0 

- 

US 

Sri 

M 

56 

53 

84 

- 

5X0 

- 

Jqro 

a 

« 

% 

H 

U 

- 

0X0 

- 

■ $ LIBOR FT London 








Interbank Bring 

- 

5fi 

58 

56 

64 

- 

- 

- 

US DoBar CDe 

- 

544 

548 

5X7 

5.76 

- 

- 

- 

ECU Ltakad Da 

- 

44 

44 

4=4 

4g 

- 

- 

- 

SDR Linked Do 

- 

34 

3H 

3 * 

38 

- 

- 

- 


5 LIBOR tetarts M t thing ranee m otfored nnas far 810m quoted to the marital by four 
reference barks at 11am eadi woridng day. Hw broke ere; Bankers Trust, Bank el Tofcye 
MfeubUd. Badm and Marion* W te nW rato. 

MW iMB n ehoen lor Ihe donteic Money (feus, UQS CD*. ECU & SOR Linked Depceta Pd- 

EURO CURRENCY INTEREST RATES 

asp is 


Short 

tarn 


7 days 
notice 


One 

month 


Three 

months 


Sbc 

months 


One 

_year 


Belgian Franc 

- 

3 A 

3« 

■ 3*i 


-3* 

3B- 

3 y 

3fi 

■SB 

3B 

-3*i 

Dtsish Krone 

3*4- 

3*4 

34J 

*3,4 

3« 

■3,'. 

3fi- 

3*4 

3-^1 • 

•3« 

4ft 

-4ft 

Gorman Marie 

3U - 

2-4 

3A 

- 3,4 

3^4 

-31* 

3ft- 

3ft 

V. 

■3ft 

3fi 

-3A 

Dutch Odder 

3 A- 

3>t 

3^4 

- 3ft 

3ti 

-3ft 

3*4 - 

3*4 

3B- 

-3tS 

3*4 

- 3g 

Frandi Franc 

34. - 

3* 

3& 

-3li 

31* 

■3ft 

3*4- 

3ft 

3*J ■ 

■ 3*3 

« 

- 3$* 

Portuguese Esc. 

S*J- 

6,4 

5« 

- 5ft 

5,4 

-5^1 

5*4- 

5ft 

5>* ■ 

■5ft 

5ft 

- 51q 

Spanish Peseta 

Stt- 

6^ 

5ft 

-5A 

Si, 

-sft 

5*4 - 

5** 

5ft 

5,4 

51* 

-5 

Storing 

7A- 

m 

7ft 

-7 

7ft 

-7,4 

7ft- 

7ft 

7%- 

■ 714 


-7^* 

Swiss Franc 

1»J 

- 1 

1^4 

-m 

I'll 

• 11* 

m- 

Hi 

1«- 

iB 

2 - 


Cenadran DoBar 

3V- 

Vn 

3,4 

-3ft 

3,4 

-3*4 

3^- 

3lz 

3^1 ■ 

34. 

4*4 

- 4^ 

US Dote 

5 »*- 

Sh 

w 

■5 J? 

51? 

■SA 

5*i- 

513 

5fl ■ 

■ 5(4 

6ft 

- 5}J 

Italen Lira 

7A- 

8,4 

ea 

-aa 

6« 

-Bi* 

SS- 

8ft 

6 «■ 

■6*1 

6,4 

- 5JJ 

Japanese Yen 

h- 

Q 


-h 

u 

-ft 


h 

hi- 

■h 

B 

-B 

Asian SSteg 



4 - 

34, 

4 - 

34 


- 4 

4ft 

• 4ft 

4V 

-41* 


i are ceB lor the 


LB Doter rod Yen. others: tun day*' ratics- 

(MATtFjPerts Interbank offered rate 



Open 

Sett price Orange 

High 

Lew 

Eat vd 

Open tot 

Dec 

96.43 

06.43 

+0X1 

9645 

9641 

17,185 

40,110 

Mar 

96^ 

0622 

-0.02 

96X6 

96X0 

11X21 

32405 

Jin 

96X6 

96X2 

-0.03 

96.07 

96.00 

11X15 

25,714 

■ TVRES MONTH BURCMUUUC PUTURCS (UFFQT DMlm points of 100% 


Open 

Sett price Change 

High 

Low 

Est. ml 

Open teL 

Oct 

96.60 

96X0 

+0.01 

96X0 

96X8 

471 

3851 

Mar 

96X3 

96X3 

• 

98X4 

96X0 

6OB20 

207176 

Jui 

96X0 

96X0 

- 

96.01 

95X6 

63001 

245456 

Sep 

05X0 

95X1 

-0X1 

95X3 

95.78 

35061 

165863 

■ ONE MONTH BHIOMAHK FUTURES {LUTE/ DM3m points Of 100% 


Open 

Sett price Change 

High 

LOW 

EaL vd 

Open tet 

Oct 

96.7b 

06.74 

+0.04 

06.75 

96.75 

SO 

266 

Nov 

96X7 

96X7 

+0.03 

96.67 

96.67 

48 

60 

Deo 

- 

06.44 

+0X2 

- 

- 

0 

740 

Jan 

. 

06X5 

+0X3 

- 

- 

0 

50 

■ THREE MONTH EUROURA FUTURES (LFFQ* LI 000m points of 100% 


Open 

Sett price Change 

High 

Low 

Est. ml Open ire. 

Dec 

93.76 

83X2 

+0X6 

93X3 

83.75 

45291 

100267 

Mr 

94X9 

94.47 

+4X11 

FU.4A 

9487 

38107 

72697 

Jun 

94.85 

94X3 

+0X8 

94.96 

94X3 

43831 

68383 

Sep 

95.12 

95X8 

+0.04 

95.14 

94X8 

19012 

43491 

■ TKBJ 

BE MONTH BIRO SMBS FRANC MURES JJFT^ SFrlm ptintB of 10DK 


Open 

Sett price Change 

«gh 

Low 

Est. uol 

Open teL 

Dec 

98.14 

98.16 

-a 02 

08.18 

98.11 

6256 

67781 

Mar 

97X1 

97X6 

-0X2 

97X7 

97X1 

4091 

34794 

Jui 

97.70 

97.71 

-0X3 

97.73 

97.88 

2266 

17494 

Sep 

97X0 

97X1 

-0X3 

97X1 

9748 

494 

17030 

■ THREE MONTH EUROVBI FUTURES (LUTE) YlOOnt pointa of 100% 


Open 

Sett price Orange 

Ffli/l 

Low 

EaL voi Open toL 

Dec 

. 

99.43 

+0X1 

- 

. 

0 

n/e 

Mar 

- 

90.40 

+0X2 

- 

- 

0 

nta 

Jun 

9980 

9981 

+0X2 

0980 

9980 

95 

n to 

■ THREE MONTH MSI FUTURES (UrFE) Eculm points of 100% 



Open 

Sett price Change 

High 

LOW 

Esl vat Open tot 

Dec 

95X5 

95X7 

+0X1 

95X7 

95X4 

952 

10717 

Mar 

9&*7 

95.49 

. 

9549 

9547 

883 

6203 

Jun 

95.44 

9X45 

• 

9545 

9543 

21B 

3569 

Sep 

0586 

9588 

- 

9589 

9586 

79 

4009 


UFFE future abo traded an APT 
■ BWOmA OtaflO— (UFFQ LI 000m potato of 1 DOW 


SfrflW 

Price 

Dec 

- CALLS - 
Mar 

Jun 

Dec 

— PUTS - 
Mar 

Jun 

0375 

0X0 

0.78 

1X3 

0.13 

0.08 

0.05 

0400 

0X8 

0X6 

1.01 

0X6 

an 

0X8 

0425 

0X3 

040 

0X0 

046 

0.1 B 

0.12 


E*L «aL low. Celia 33BT8 PUt» 0820. Piariota day's open Inu Caen 1117M Pitia 41715 


EXCHANGE CROSS RATES 

Sap 18 BFr DKr FFr 


DM 


NKr 


Pta 


SKr SPr 


C$ 


Ecu 


. 

Belgium 

(BR) 

100 

1845 

16X8 

4X48 

1X33 

4727 

5456 

2002 

4928 

409X 

20X3 

3X70 

1.719 

3X15 

2.741 

3318 

2474 


Denmark 

(DKr) 

54X1 

10 

8X25 

2.627 

0X93 

2662 

2X58 

10X5 

2688 

221.7 

1185 

2.152 

0.932 

2X68 

1488 

179.4 

1.341 


France 

(FFr) 

6143 

1183 

10 

2X77 

1.126 

2904 

3852 

1280 

3024 

251 X 

12X6 

2439 

1.056 

2844 

1.684 

203.3 

1X20 


Germany 

(DM) 

20.64 

3X07 

3.360 

1 

0878 

075.5 

1.126 

4.131 

101 X 

8440 

4820 

0X19 

0855 

0787 

0X66 

6881 

0X11 



(E) 

54X7 

10X7 

8X83 

2.644 

1 

2570 

2X77 

1092 

268.6 

223X 

1142 

2.167 

0X38 

2X82 

1406 

180X 

1850 


Htiy 

<U 

2.118 

0590 

0.344 

0103 

0.030 

100 

0.115 

0423 

1041 

ass? 

0443 

0.094 

0X36 

0X81 

0X58 

7X03 

0X52 

— 

Netherlands 

(F 0 

1883 

3881 

2.984 

0X88 

0836 

866.4 

1 

3.069 

90X3 

74X6 

3XS7 

0.728 

0315 

0699 

0502 

60X7 

0453 



(NKr) 

49X6 

9X18 

8.132 

2421 

0X15 

2361 

2.726 

10 

245X 

2048 

1046 

1X83 

0850 

1X08 

1869 

1654 

1838 



m . 

2081 

3.747 

3807 

0X84 

0872 

960X 

1.106 

4X68 

100 

83X8 

4X52 

0807 

0849 

0775 

0X57 

8784 

0503 



(Pte) 

2445 

4X11 

3X80 

1.185 

0448 

1158 

1834 

4X95 

1204 

100 

5.118 

0X71 

0420 

0X33 

0870 

8094 

0605 



(SKr) 

47.77 

8X12 

7.777 

2815 

0X75 

2258 

2.606 

9X62 

2358 

1954 

10 

1X97 

0X21 

1X23 

1809 

158.1 

1.182 


Switzerland 

(SFr) 

25.10 

4X48 

4.100 

.1X20 

0462 

1191 

1874 

5X42 

124.0 

103.0 

5X73 

1 

0433 

0961 

0X90 

8387 

0623 


UK 

(E) 

58.18 

10.73 

9471 

2X19 

1X66 

2730 

3.174 

11.65 

2884 

237X 

12.18 

2810 

1 

2-ggQ 

1X95 

102X 

1439 


Canada 

(CS) 

26X1 

4X35 

4X67 

1X70 

0480 

1239 

1430 

5X47 

129.0 

107X 

5487 

1X41 

0451 

1 

0718 

88.76 

OB48 


USA 

(SO 

36.49 

8.731 

5X40 

1.768 

0.6S9 

1725 

1X91 

7804 

1798 

1498 

7.638 

1449 

0X27 

1882 

1 

120X 

0903 

. - 


CO 

30X1 

5X73 

4X18 

1.464 

0X54 

1428 

1X48 

0047 

1407 

123.6 

6824 

1.199 

0X19 

1.153 

0X28 

100 

0747 


Ecu 


40.42 

7457 

8X80 

1X59 

0741 

1911 

2X05 

8X91 

199X 

1858 

8462 

1.805 

0695 

1X42 

1.108 

133X 

1 


Pante Knaar. Fnreh Prana. Ncrwogtm Kroner. end SwedWt Kronor per 10[ BdQIan Fhrae, Yen. Eacuta. Lta end Prete p«r too. 
i QMMO DM 125^00 par DM ~ 


(1MM) Yen 125m par Yen 100 


Dec 

Mar 

Jun 


Open 

Latefl 

Change 

High 

LOW 

EaL vd Open teL 


Opan 

Latett 

Change 

High 

LOW 

EaL vol Open InL 

0X712 

05669 

-0X039 

0X714 

05684 

38X58 

55X56 

Dec 

0X425 

08390 

-0.0031 

0X442 

0X362 

13X54 

89X12 

0X710 

0X705 

-0.0035 

0X710 

0X700 

22 

JLT70 

Mar 

- 

0X515 

-0X010 

- 

0.8500 

15 

70S 

0X710 

0X771 


- 

0X710 

2400 

2477 

Jun 

0X815 

0X615 

-00033 

0X615 

0.B806 

20 

99 


i WWIC FUTURRS fflAM) SFr 125JOO per SFr 


flMM) B82JQ0 part 


Dec 

Mar 

Jun 


0.6887 0.6845 -00040 08895 06835 38£26 30871 

07015 07015 -0.0041 07015 07010 36 1,182' 

0.7088 -00040 - 1 111 


UK INTEREST RATES 


LONDON MONEY RATES 

Sea 18 . Over- 7 days 

right notice 


Dae 1.6002 1.5878 -00120 1.6003 1.5830 5£07 29,185 

Mar . - 13820 -00122 - 13820 2 226 

Jun - 1.5760 -0.0128 - 15780 52 27 

EMS EUROPEAN CURRENCY UNIT RATES 

Sep 18 Ecu can. Rate Change % +/- from % spread Hv. 

rates jsesin«tEcu on day can, rata v weakest kid. 


One 

month 


Throe 


Six 


One 

yeer 


SS*c gr* 10 71fl -' 6 lk : m K 3:* 3=3 3:3 

2S I Ste Bto * -" 6-1 - S 7d - 7£ - 

SSwJteoritydopa. 8%-8\ 7-8% 7* - 7* V* - 7h - 7* 73* - 7* 
Oecont Mffltot daps 7 - 6% 8% - 6% . - - • 

UK doortng barb, base lereing rate 7 per cant from Aug 7. 1897 . 

Up to 1 1-3 3-6 6-8 . B-12 

month morah montha awta 


Carts of Tax dap. plOODOO} 


2 ] a 


5J2 


4?» 


Carts c( Tax dqn i«ler eiOODOO b 2iapg. Depea lw wMri rawn W cerii l^po. 


^ it BStTBpeT ECQD Awd rmSHg. Bqwt ftenoe Mtiee 
a?l«^S5ed«So?%riS Sti 24. 1997 to Oel 25. IBBT.adwrreWBJOpa 

SS^ratetaSiwSS 1. wR a- * v 7ja *°- Rn, "“ . 

HouM Bree ROM 7<2PC kon Sep 1. 19B7 

■ *mroeg bmmitm OTBiUlQ FUTUMB (UffE) ESOO.OOQ poiris tijOOW 


Dec 

Mar 

Jun 

Sep 

Meet 


traded on 


Open Sett price 
92.74 02.75 

09.7 0 . 92.73 

32.70 82.78 

82-74 92-88 
92.81 . 92-98 

APT. AM Opan 


92.74 


Chenge High 
+001 82.76 

+004 92.74 

+0J» 9081 

+0.15 92-90 92.73 
+0.19 93.00 82.80 
dps. ere for previous day. 


10492 61817 


■ *H*MWT «THJ MC 0PTI088S (UF FB E5Q0.00Q pointa of 100W 

L. CALLS MI 

SST a* rac s» « 

8275 04)1 0.09 

asm 0 aq2 


Mar 
018 
0A7 

___ o 0 0A2 

Eat yoL frataL Ctas M7B4 PUte 18060 Pw*»9 d^S open W, t^to 214273 Pi* 2268® 


Sep . 
0.01 
(125 
050 


Mer 

0.11 015 

029 028 

052 048 


Ireland 

0798700 

0740989 

+0002535 

-7X3 

10.18 

49 

Rtiy 

190648 

191646 

-091 

0X2 

1X8 

-4 

1 PMWM1 

5X5424 

5.88872 

+00287 

0X9 

1X1 

-4 

Portugal 

197.398 

199.720 

-0X84 

1.18 

1X2 

-a 

Spain 

183X26 

185X63 

+0019 

1X4 

0X6 

-9 

Pare rank 

784555 

748245 

+000433 

1X6 

084 

-13 

Nefhoctanda 

2.16979 

2X1295 

+000114 

1X9 

022 

-15 

Germany 

1X2573 

1X6531 

+000135 

2X6 

015 

-20 

Austria 

13X485 

13X319 

+0011 

2X9 

012 

-15 

Belgium 

S8.7191 

405521 

+0X074 

2.10 

Oil 

-15 

Franca 

645863 

8X0141 

-0X0039 

2X1 

0X0 

-19 

NON ERM MEMBERS 






•mm 

290209 

310283 

-0048 

5X8 

-2.73 

- 

UK 

Ear cmai mm 

0.703103 

MbwttwEnrq 

0.694941 
popi OomraW 

-0.001607 
on. Cunnda ran 

-1288 
k, daecandno n 

16X5 

tetwtaeni 

3th- 


Peonage CMnfiee are Ibr Enc • peelM dared denture a umfc cuiancyUMapEnEe dvree die rrato 
betewi ere epraedc ta praomege ddennee braaarai the actual mraket rod Ew oerttd rraee kr s 
Gunrny. raw the madmen prenfeMd psreenrape tietadro or ma amrefu naM rata from la Ecu 
Mttiti rate. 17/BffE: Swtne auqiraided tnxnBIM MfuetnaM eaketead w tte niaiidd itaes 

i C ft omom £31^50 [cento par pound) 


EaL uol Opan teL 

Strike 

— 

- CALLS - 

■ 

— — — 

- PUTS - 


15610 SS4 20 

Price 

Oct 

Nov 

Dec 

Oct 

Now 

Dec 

47884 

138390 

1X00 

1.75 

2X8 

2X8 

142 

2X1 

3.03 

67763 

109947 

1X05 - 

1X7 

2.15 

2.16 

1X5 

2X9 

4,17 

49515 

73008 

1X10 

0X0 

1X7 

149 

283 

3X9 

549 


Pmbe da/s vci, Ctas SO Piute 20 . Pnw. dey^ epro Int, Citai 22J40 Pitt 22.W632 

■ PHOAPKLPHA BE 13-tiAMKAB OtaTIDM DM62^00 (E per DM) 


Strike 

Price 

Oct 

- CALLS - 
Nov 

Dec 

Oct 

- PUTS “ 
Nov 

Dec 

0X80 

180 

-1X9 

1X1 

086 

0X3 

0X0 

0X85 

0X8 

1X8 

1X8 

0X3 

0X3 

1X0 

0X70 

0.62 

1X1 

1X9 

077' 

1X5 

1X4 


nmtauattay'BwL.CBBs 825 Puts 46(7. tav.ddy’s open ktt, Gate 0734 Pub20BB1 


■ im BOUTH QURODOLLAR (IMttfl Sim pointa at 100% 


BASE lending rates 


Adam & Company 7A0 

Ailed Irish Bank {OB) 7 60 
•Henry Arahachar 7JM 
BenkotSamda 7X0 
Banco BtoaoVfecaya 7.00 
BankofCypnri 7 -°° 
Barth c7 Wand 7J» 
Bardcoffrxtt 7A0 
Bank a! Scotland 7X0 
Bodays Bark 7X0 
Brit Bkol MU East 7X0 
•BrnnS^BySOtUl 7X0 
CUtitaNA 7X0 

□ydeedale Bark .7.00 

The Coopendlw Bank7X0 

CoutaBCd 7.00 

Cyprus PopUar Bank 7.00 


Duncan Lawrie 7 -°° 
Enter Bar* UmBed 8X0 

ftonctiiGeneat* «U» 

•Hcben Ftiitig & Co7X8 
•GutaHSS Mahon 7.00 
HBbb Bank AG Zurich 7X0 
•HambraaBank 7X0 

HaWAi a Gw ‘w Bl7iM 
aHoareaCo 7X0 

Hongkong a Shanghai 7.oo 
InvpSWjBankflJKJLkffXO 
julen Hodge Bank 7X0 
•LaspoU Joeei* 8 So* 7X0 
UaydsBank 7X0 

MkiandBta* ^ 
NMWastmtnstar 7.oo 
•Ftoa Brothers 7X0 
- ‘ 7X0 


SoaUhhWUma Bank 7X0. 
•gnger AFriedendar 7X0 
•SmtfrAMhveBBcaTXO 
Sun Barking CorpUd 7X0 
TSB 7X0 

United Bank of KuwaB. 7X0 
Unfiy Tout Bank Pto 7X0 
WWoewayUd®** 7x0 
YortsNreBark ' .7X0 

• kkanbeia at London 
InmttMflt Banking 
AMOOtafun 
1 hatfrikoMion 



Open 

Ltetetat 

Change 

High 

LOW 

Esl voi Open ht 

Dec 

94.12 

94.15 

+0.04 

94.15 

94.11 

66X39 

574X16 

Mar 

94.03 

94X6 

+0X5 

9440 

94X2 

49451 

399X88 

Xn . 

83X3 . 

93X8 

+0X7 

94X0 

-93X2 

40X46 

287,407 

■ US TRXABUKTBNJ. FUTURES (tMM) 

Sim per 100% 



Dec 

94X1 

94X1 

+0X2 

94X2 

94X9 

375 

4X85 

Mar 


94X2 

+004 

84X3 

94X8 

274 

1X64 


M Opro biertM Bgs. ere to prevtaui day 


(Umg DM1 m points of 10094 


Softs 

Price 

Oct 

Nov 

CALLS - 

Dec 

Mar 

Oct 

Npv 

PUTS — 
Dec 

Ms 

9800 

043 

043 

045 

032 

0 

0 

0X2 

0X8 

BS25 

010 

0X0 

022 

aw 

0X1 

0X2 

004 

017 

9650 

0X2 

0X4 

0X6 

005 

0X9 

an 

013 

032 

9675 

0 

0.01 

001 

pf» 

082 

033 

OSS- 

054 

9700 

0 

0 

0 

0X1 

0X7 

0X7 

0X7 

078 


EaL ML tote, Cota 13684 T*flt mis. Pravtous day’s open hL, Cels 238388 Pots 214475 
■ BIBO wre HIAMC OPWom (LffTQ SFr 1 m points of IQOM 


Strfte 

Price 

Dec 

- CALLS - 
Mar 

Jun 

Dec 

- PUTS - 
Ms 

•kit 

8828 

014 

018 

013 

023 

045 

0X7 

9850 

005 

007 

0X6 

0X9 

OBI 

0X5 


'fa® 

City of Stockholm 

USf325.000.000 
Floating rate notes 1999 

Notice is hereby given that the 
notes will bearinterestal 
5.65625% per annum from 
17Septemberl997to 
17 December 1997. Interest 
payable on IT December 1997 
will amount to US$14 .30 per 
US$1,000 note, USSM298per 
USS10.000 note and USO.429.77 
per USSKO.OOO note. 

Agent: Morgan Guaranty 
That Company 

JPMorgan 


n 


BANQUE PARIBAS 

US$400,000,000 
Undated subordinated 
floating rate securities 

for the Interest period from 
17 September 1997 lot 7 
December 1997 the seanides 
mill cany an interest rate of 
5.875 per amum. Interest 
payable oalne payable 17 
December 1997 per USS 1,000 
secaritiy ulU amount to 
US$14.85 and per US$10,000 
security will amount to 
USS14&51. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


u.s, $200,000,000 

Midland International 
Financial Services B.V. 

fheomreM atfitnted Itatey 
UUuNmrnUuUt 

Guaranteed Rooting Rais 

Notes due 1999 

Gua ran teed on eaubo n lrralBd bade sale 
pqnwKdprinelpri and Manat by 

Midland Bask pic 


Noth* is hereby givai thrt ior Bie 

sbt months hterest Petted from 
September 17. 1897 to Much 17, 
1988(181 days) lta Note Rato hte 
bssn detemkied at 5:9375% per 
amm. Tha intBreet payable on 
(he relevant interest payment 
date, Match 17, 1998 wi be UL& 
S298J2per UA $10,000 nomins* 
amount 


B£ Ik tael 

inww 

September 17, 1907 0 CHA3E 


Pncre Mr UKMey UMiM kr 
papre re w Bn Wi mtet y poo>re i 
■rererera o^reprerere 
ki Englns red VMhl 
Mcatar Mtarebr'Mra 


MogntlJBV 

gnSlSB 



ho 

Pool 

Part 

TSomoI 

« Bow 

|WM 

POCMM 


BOM 

p«tod 


l*i 

IBM 

Mo 

•nflig 

MM) 

crunh 

enmn 

UM 

0030 

1440 

1541 

1541 

140 

0100 

1188 

1542 

1541 

148 

0130 

1148 

1542 

1541 

146 

0000 

1148 

1542 

1541 

140 

0230 

1140 

1642 

1541 

148 

BBDD 

1148 

1542 

1541 

140 

0330 

1140 

1542 

1541 

14S 

0400 

1140 

1449 

1440 

140 

0430 

1148 

1449 

1448 

140 

OGOO 

12.10 

1449 

1448 

148 

iresti 

1044 

1041 

1041 

txoc 

0000 

1045 

1041 

1041 

000 

0830 

1&00 

11J2 

11-72 

040 

0700 

1040 

1443 

1442 

140 

0730 

1840 

1541 

16.11 

140 

0800 

1841 

1549 

101a 

140 

mm 

18.18 

1646 

1647 

146 

0900 

1841 

1640 

1096 

140 

DB30 

2646 

2444 

2449 

146 

1000 

2646 

3449 

3540 

140 

1030 

2747 

35.18 

35.74 

148 

1100 

2748 

3940 

39-7B 

148 

1130 

27.10 

3043 

4045 

148 

1000 

27.10 

3040 

4043 

146 

1230 

2649 

39.10 

39.74 

148 

1300 

ZS4S 

8541 

36-53 

148 

1330 

2040 

25. IB 

2542 

148 

1400 

3640 

2540 

25l42 

140 

1430 

1B.1B 

Ml» 

22.41 

140 

1500 

1842 

17.71 

1848 

140 

1530 

10.07 

1749 

1005 

148 

1600 

1044 

17.71 

1049 

140 

ISSO 

1942 

1748 

1B4fi 

148 

1700 

3844 

2040 

2348 

140 

1730 

3843 

2347 

23.77 

146 

1B00 

3040 

1947 

2022 

146 

1830 

11.17 

17.09 

1740 

140 

1900 

1040 

18.69 

1049 

146 

1930 

1647 

1049 

1640 

146 

2000 

1044 

1048 

1048 

0.00 

3030 

27JS8 

11.72 

11.72 

040 

2100 

2747 

1043 

17.13 

148 

2130 

1B41 

2141 

2141 

146 

CTO 

1840 

2141 

2140 

148 

gwn 

1040 

1840 

1845 

146 

2300 

1000 

1020 

1845 

148 

2330 

1544 

1548 

18.17 

146 

2400 

1544 

1541 

16.11 

140 



u.a$4oo,ooo,ooo 

Hydro-Quebec 

Undated 7 . 

Floating Rate Notes, Series GL, 

Unconditionally guaranteed as to payment 
of principal and interest by 

Province de Quebec 


Interest Rate 
Interest Period 

Interest Amount per 
U.S. 510,000 Note due 
17tfi March 1998 


5.9375 per annum 
17th -September 1997 
17th March 1998 


U.S. $298.52 


Credit Suisse First Boston (Europe) lid. 

Agent 


i 

I 


Andsroveneto internatio na l Bank Ltd 

USS 150,000,000 Floating Rate Notes due 2004 

teacccrdancewilb the Terms and Gxsitions of ihe Ncaes, no- 
tice is hereby given that for the Imwest Period from Septem- 
ber 17, 1B97to Decamber17. 1997 the Notes wffl carry an 
Interest Rate of 6.34375 % per annum. 

The Coupon Amount payable on the reta/ant Interest Pay- 
ment Date. December 17. 1997 will be USS 16.04 per 
USS 1,000 principal amount of Note, USS 160.36 per 
USS 10,000 principal amount The Aaent Bank 

of Note and USS 1,60356 ' 

per USS 1 00,000 principal M 

amount of Note. W'mmm LuxemiXKr ^ 


EUROPEAN INVESTMENT BANK 
ESP 20.000.000.000 

Capped Floating R tee Notes 
Due 1999 

The holes vwffl bear interest at 5.41875% per annum tor the interest 
period 15 September 1.997 (included} to 15 December 1.997 
(excluded). 

Interest payable on 15 December 1.997 will amount to ESP 1.370 
per note. 

Madrid, 15 September 1997 fiSDB 

BANCO CENTRAL HISPANO MS 

Paying and Calculation Agent 

Banco Central Hispanoamerrcano, SA 


Central Hispano 
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Femme deflo State 
UT6MN0NV>M 

Floating Bst? Note* 2002 
UTTK#E6flWfibb 
Floating Bate Notes doe 2002 


For the period frraa Oeuteitae r 17, B9T Is 
Until IT. USB the Notes vffl cbtj sb brtmt 
me rf &3H pro «mn» vttb n htoret 
■DD^rfLrriEaaffipromfiteUMadof 
UTI^WprollTHyiMJJOO. 

The xtanret ioteat pojrneat tan he 
Hstan.sn. 

JliretBak 
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COMMODITIES AND AGRICULTURE 



Report forecasts recovery in gold 


By EKzabeth Robinson in Sydney 

The price of gold Is expected to 
recover to an average of US$345 an 
ounce In 1998, compared with an 
average of $336 in 1997 after it fell to 
a 12-year low of S315 in June, accord- 
ing to the Australian Bureau of Agri- 
culture and Resource Economics 
(Abare) In its quarterly report pub- 
lished yesterday. 

The report says growth in manu- 
facturing' and investment demand 
and expectations of fewer sales by 
central banks should result in “rela- 
tive stability” for gold. 

Australian producers are expected 
to nudge exports up to A$4.9bn 
(US$3.53bn) this year from A$J.7bn 
last year, on higher volumes. 


While producers have been rela- 
tively shielded this year from the fall 
in the price of gold, as the Austra- 
lian dollar has depreciated against 
its US counterpart, Abare estimates 
that even at A$44Q an ounce, around 
22 per cent of Australian gold pro- 
duction is not covering Its extraction 

costs. 

This has resulted in Australian 
producers deferring expansions and 
new projects. 

The outlook is brighter for the 
copper industry, where growth in 
world consumption and supply is 
forecast to lift Australian output 13 
per cent in 1997-98 to 630,000 tonnes, 
after a 16 per cent rise in the 
previous year. 

In spite of low copper prices, Aus- 


tralia is expected to lift the value of 
exports by around 25 per cent to 
scam A$L26bn. 

Overall the Australian mining sec- 
tor Is expanding, says Abare, with 
production volumes forecast to 
increase 5.4 per cent in the coming 
year, after growth of 5.2 per cent the 
year before. 

The report points to an accelera- 
tion of capital expenditure, which 
last year grew around 16 per cent to 
A$8.7bn. Output of metals and min- 
erals is estimated to rise 6 per cent 
In the year, helped by gains ranging 
from 13 per cent to 21 per cent in 
aluminium, copper, lead, nickel and 
titanium. 

The forecast for agriculture is 
dominated by the effects of the El 


Nino weather system, with Austra- 
lian winter crop production expected 
to be 28 per cent lower at 24.7m 
tonnes. 

Below-avarage r ainfall in Victoria 
and South Australia, is forecast to 
lead to a 31 per cent fall in volumes 
of Australian wheat production. 
Together with lower prices, the 
value of wheat exports is likely to 
fall 40 per cent 

However, canola output is expec- 
ted to rise 22 per cent after its plant- 
ing area was increased 63 per cent, 
especially in Western Australia. 

The total value of commodity 
exports from Australia in 1997-98 Is 
forecast to rise 2.1 per cent to 
A$6L8bn, after a 6.1 per cent rise the 
year before. 


Strong growth seen in stainless steel 


By Arkady Ostrovsky 

The production of stainless 
steel will continue its inten- 
sive growth in the next five 
years, putting further pres- 
sure on producers’ profit 
margins, analysts said yes- 
terday. 

According to Philip Tom- 
linson, the director of the 
steel business side of Com- 
modities Research Unit, the 
world's capacity to produce 
cold-rolled stainless steel 
sheet by 2000 will increase 
by 32m tonnes from 8-83m 
tonnes in 1995. Most of this 
steel will continue to be pro- 
duced at western plants, he 
said. 

“The expectation is that 
capacity increases will out- 
strip apparent consumption 
between now and 2000," Mr 
Tomlinson told the Financial 
Times World Stainless Steel 
Conference in DQsseldorf. 

In his outlook for stainless 
steel, Mr Tomlinson pre- 
dicted a fall in capacity util- 
isation of stainless steel 
plants to 77 per cent by the 
end of the century. 

While the stainless steel 
market is still dominated by 
western plants, newly indus- 
trialised nations such as 
Korea, Taiwan and Sontb 
Africa are steadily expand- 
ing their position In the 
market. 


COMMODITIES PRICES 


Stainless steel 



“The emergence of these 
low-cost producers has 
resulted in stiff competition 
for market share in the 
southern China/Hong Kong 
markets, a region formerly 
monopolised by the Japa- 
nese mills ." he said. 

Japan, which faces strong 
competition from its east- 
Asian neighbours, has the 
lowest rate of stainless steel 
consumption. 

Jordan Estra, manag in g 
director and global head of 
metals research at BT Alex 
Brown, said the consump- 
tion of stainless steel in the 
US has grown by 5.6 per cent 
since 1995 and there has 
been an acceleration of this 
growth to 8.5 per cent in the 
past few years. 


In spite of this, however, 
the shares of US stainless 
steel producers are under- 
performing. 

“Specifically, the Dow 
Jones Index is up 117 per 
cent over the past four 
years, while the index of 
stainless steel producers has 
declined almost 10 per cent," 
he said. 

Referring to the situation 
on the stainless-steel market 
as “paradoxical", Mr Estra 
added: “While demand for 
stainless is likely to con- 
tinue expanding at higher 
than historic rates, we 
believe there will remain 
pressure on prices to keep 
them below historic levels." 

The flow of nickel and 
stainless scrap from the for 



Feeling the heat: low-cost producers offer stiff co mpetiti on 


mer Soviet countries also 
contributes to relatively low 
profit margins. 

“Demand for nickel was 
up by 10 per cent in the first 
half of the year. In theory 
nickel prices should be 


sure," said Jim Lennon of 
Macquarie Commodities in a 
comment to jou rnalist s 
“But the new factor that 
emerged this year in nickel 
supply has been Russian pri- 
mary nickel and stainless 


under strong -upward pres- steel exports," he added. 


SWIL in 
copper 
smelter 
venture 

By Krai Bose in Calcutta 

SWIL, the Indian engin- 
eering- to-pa per group, is 

b uilding the country's first 

copper smelter using metal 
from copper bearing scrap, 
copper residues and irony 
copper, in alliance with Bol- 
Wen Contech of Sweden. 

The Rs5.95bn ($164m) 
smelter, with animal capac- 
ity of 50,000 tonnes is at 
Bharnch In the state of 
Gujarat and will be commis- 
sioned in April 1998. 

The project is being 
financed mainly through 
borrowings and a small 
tranc he of new equity in 
SWIL, which the Indian 
company is issuing to Boli- 
des and other shareholders. 

The smelter will use 
Kaldo smelting technology 
supplied by Bolideo. 

“We opted for the. Kaldo 
process as tt allows flexibil- 
ity in the use of raw materi- 
als. We have been assured 
by our collaborator that cop- 
per cathodes to be produced 
at our smelter will be of 
LME (London Metal 
Exchange) grade A,” said S. 
N. Kbaitan, chairman. 

The group is also to build 
a second smelter with capac- 
ity of 100,000 tonnes at the 
same place' using copper 
concentrate. 

The project will start once 
the working of the first 
smelter has stabilised. 

“The advantage with 
Bharuch is that it is contig- 
uous to the port of Dahcj. 
We will be importing large 
quantities of scrap and resi- 
dues and exporting at least 
20,000 tonnes of coppo- cath- 
odes a year when our first 
smelter goes into produc- 
tion. Cargo handling will go 
up substantially when we 
commission the second 
smelter," said Mr Khaitan. 

Under a separate agree- 
ment, SWIL is acquiring 
know-how for electrolytic 
refining of copper from MIM 
Technology of the UK. 


BASE METALS 

LONDON METAL EXCHANGE 

(Prion from Amalgamated Metal Trading) 


Precious Metals continued 

■ GOLD COMEX (100 Troy <K.; s/troy ozj 


GRAINS AND OIL SEEDS 

■ WHEAT LIFFE (100 tomes; E per ton is) 


SOFTS 

■ COCOA UFFE (10 tonnes; E/tanne) 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME (40.000tbs; cwrtsADs) 



Cash 

3 imta 

Close 

15909-919 

1608.5-09.5 

Rrowtous 

1598-99 

1614-15 

High/low 


161871606 

AM Official 

1567-8 

1605-6 

Kerb dose 


16099-10 

Open rtL 

262.681 


Tool daly turnover 

90,658 


■ ALUMINIUM ALLOY (S per tonne) 

Close 

1405-15 

1435-40 

Previous 

1415-25 

1440-50 

HigMow 

1400 

1487/1435 

AM Official 

1400-10 

1435-7 

Kerb dose 


1435-10 

Open mL 

5.181 


Total daRy turnover 

1991 


■ LEAD (S per tome) 


Close 

631-2 

641-19 

Previous 

632-33 

643-44 

HlgtVtow 


043/635 

AM Offldal 

630-1 

8389-9.0 

Kerb dose 


634-5 

Open InL 

32.797 


Total daiy turnover 

6006 


■ raCKQ. (£ per tome) 


Cloae 

8315-20 

6415-20 

Previous 

6380-90 

8480-90 

WgfVtow 

6380/6270 

6480/6370 

AM Official 

8325-30 

6435-40 

Kerb close 


6440-50 

Open int 

52.968 


Total daSy turnover 

23,147 


■ TIN (S per tonne) 



Close 

5445-55 

5500-10 

Previous 

6425-30 

5480-90 

Hlg Mow 


5516/5480 

AM Official 

5454-5 

5490-95 

Kerb close 


5405-500 

Open int 

14934 


Total daly tunover 

3931 


■ ZWC. special high grade (S per tome) 

Close 

1625-30 

1415-16 

Previous 

1593-98 

1400-01 

Hlgti/low 


1420/1405 

AM Offldal 

1818-20 

1415-20 

Kerb dona 


1417-18 

Open Irrt. 

86,109 


Total flWy turnover 

54.1SZ 


■ COPPER, grade A (S per tonne) 

Close 

2042-43 

2072-73 

Previous 

2073-75 

2103-05 

HigMow 

20669 

2117/2060 

AM Official 

2066-6.5 

2094-49 

Kerb dose 


2072-73 

Open hrat. 

147.077 


Total daBy [mover 

64J90 




sea 

Dart 



0PM 


a« 

o«rt 




Opm 


Sett 

Dart 



0pm 


Slit Bert 

Opm . 


prica chug* Ogh 

tow 

Vd M 


price ctenge NR 

Low 

MbI 

fat 


price rtilwge Mgh 

lew 

«d tat 


Mm ctesge Bp l» M 

id 

Sap 

321.0 

-10 

- 

- 

- - 

Sep 

9725 

+090 

- 

- 

- 

10 

Sap 

1112 

+33 

1(184 

1080 

21 176 

Oct 

68225-0.750 88975 68200 7206 

32956 

Oct 

321.4 

-19 

3233 

319.4 

3202 11.799 

Nov 

B8J5 

+090 

8890 

90.15 

91 

3331 

Dee 

1190 

+35 

1157 

1107 2.126 50,801 

Dac 

69225-0900 89950 69900 3908 

31284 

Dec 

377 B 

-1.0 

324.7 

3219 362G1 114.7k 

Ju 

9075 

+0.60 

9095 

90.15 

58 

2915 

Her 

1174 

+38 

1175 

1132 

7Z7 47982 

Feh 

71225-0250 71975 71.400 29K 

15223 

Fch 

324.1 

-1J 

3259 

322.4 

483 15.409 

■r 

92.75 

+090 

92.75 

92.90 

57 

2284 

HW 

1181 

+37 

1166 

1152 

123 23271 

•W 

74950-0.125 74.750 74200 1901 

'8998 

*>r 

325.7 

-1.B 

3269 

3249 

138 5.423 

MW 

94.75 

+090 

94.75 

B425 

22 

1314 

Jd 

1205 

+37 

1203 

1168 

48 8960 

Jon 

71250-0975 71200 70825 593 

6904 

Jm 

327.6 

-19 

328.6 

3279 

45 8980 

Jd 

96.75 

+090 

- 

- 

- 

128 

Sep 

1218 

+38 

- 

- 

- 11263 

Aw 

70.750^0250 70925 70900 28 

1936 

Total 





40425203254 

Tote 





228 

11282 

Tote 





3,570172,121 

IMd 

15928 

94921 


PLATINUM NYMEX (SO Troy oa; Srtroy cap 


Od 

421.5 

-59 4329 <18.5 

897 

9259 

Jm 

4120 

-48 4219 410.0 

308 

3940 

Apr 

4059 

-4.8 

155 

612 

Jd 

4019 

-48 403.0 4039 


2 

Total 



1280 13913 

■ PALLADIUM NYMBC (100 Troy ta; S/troy «.) 

S«P 

19295 

—495 19510 19425 

7 

271 

Dec 

186.95 

-255 18390 1B990 

82 

3,157 

Mar 

1BGlQ5 

-255 19090 1B9JD 

1 

322 

Jun 

186.45 

-255 

- 

107 

fate 



88 

3957 

■ SILVER a»«X (5900 Troy ar.; OnKrtroy azj 


■ LME AM Offldd E/S rate: 1-5638 

LME Peering E/S rate: 1 -5M5 

Spot 1JB11 3nte 1J883Ga9C 1.5829 Bids 15781 

■ HIGH GRADE COPPER tCOMEX) 


Sap 456.5 -140 463JJ 4559 46 261 

Dac 46! 5 -145 <77.0 458.0 4,580 53,183 

Jm 463.0 -142 2 22 

Hr 468.2 -149 480.0 4859 63 11,795 

Hay 472.1 -144 4785 470.5 3 3,216 

■M 476.1 -14.5 4829 476.0 - 29» 

TOW 4JB8B 76,748 

ENERGY 

■ CRUDE OK. NYMEX (1,000 hamate. S/barrel) 

Uteri Day’s 0pm 

price cteaga Mgh Lira VW M 

Oct I960 +0.53 IftBO 1&Z4 31.610 80.440 

Has 1990 +0.49 1091 1997 19928 671)82 

Dac 1990 +0.42 19.92 1945 6690 53,727 

Jan 19.93 +0.40 1995 1990 3,180 35,607 

Fab 1995 +0.41 1995 1995 584 16.712 

Hr 1986 4090 10 98 19.77 435 9.922 

Total 6IA61 411^38 

■ CRUDE OH- IPS g/band) 

Latart Day* apan 

prica cfaanga Mgh Low Voi tot 

Ho* 18.62 +0-29 18-80 1631 16,650 74,013 

Dae 18.71 *028 1885 1843 2872 22.485 

Jan 1658 +007 1B.B5 1648 1.161 19,721 

Fab 1658 *0 04 18.90 18.49 388 7.346 

Hta 1647 -091 1647 1847 13 3,655 

Apr 1640 -0.04 - - - 2J03 

Total tffl a /1 

■ HEATING OIL HTHBt (40000 US gate; dUS pafaj 

Latest Dayv Open 

prica donga tflgb (oar M M 

Oct 54.15 *-1 63 5499 5635 10.468 40AS4 

MOV 5595 +193 5595 5X55 3414 309*7 

Dae 5695 *143 5695 5495 3923 23,624 

Ju 56 SO +198 57.00 5545 1986 22996 

Fat) 5690 +038 5630 5590 795 12.473 

Mar 5690 *-196 5690 5590 597 1544 

Total 23,168156926 

■ GAS OIL ire <5/une) 


■ WHEAT CBTROPOtau min; ecnB^SObbuatial) 

Sep 35600 +290 35600 35600 346 318 

Dm 37290 +390 37490 36675 23495 61,101 

Hr 38675 +395 38890 38390 2,760 24969 

May 33290 +29Q 39490 38090 1.164 5.078 

Jd 38650 +275 391 90 38600 1964 9.954 

Dac 40590 +5.00 40990 40090 180 1326 

Tata! 29331 1622DB 

■ MAIZE CBT (5900 Du min: canmaab bueftri) 

Sap 26275 -425 27025 26250 1387 3331 

DM 26390 -225 26675 26325 33303188.410 
Mar 27290 -200 27990 27Z25 33S2 56909 

May 27790 -175 28225 27790 832 13357 

Jd 280.75 -290 28590 28090 1.156 24959 

Sap 27325 -090 Z7790 27190 57 1217 

Total 42325 303258 

M BARLEY UFE (100 tarmac: £ par tome) 


■ COCOA CSCE (10 tonnes: S/tannas) 

Dac 1699 +48 1702 161! 3335 42355 

Mar .1732 +9) 1735 1647 615 26952 

May 1750 +48 1750 1688 7 12571 

Jet 1770 +48 - - 4 3.0X3 

Sap 1788 +48 - - 30 4999 

Dec 1805 *48 - - 9 6946 

Tatar 4/476107229 

M COCOA (ICCO) (SDfra/tome) 


■ LEAN HOGS CME (4CL000ft»; oartta/lba) 

Oct 71.725+0.725 71.775 71900 3,151 . 1*368 

OH 87950+6475 67300 67900 1947 9398 

Fab 66.175+0375 66200 65300 242 3,675 

Apr 62690+0350 62750 62250 107 1£7B 

Jua 67975+0250 67950 87.400 51 832 

Jd 65.450 +0.100 66900 65.450 3 888 

Tatd 6308 322H 

■ PQflK BELLIES CME (40.000 to; centeflba) 


Sap IS 
Daly _ 


1273.21 


Pray, day 

127721 


■ COFFEE UFFE (5 tonnes; S/tonne) 


Sep 

8190 +090 

_ 

19 

MOt 

8390 +090 8390 8275 

95 

1994 

Jm 

8525 +095 8525 84.75 

75 

666 

Bar 

87.00 *090 8790 8675 

40 

392 

moy 

8825 +025 

- 

23 

fate 


210 

2114 

■ SOYABEANS CBT (5900to nCK ctntaSOft boM 

sro 

78200 *4790 78390 73890 

1.190 

3.153 

Nov 

648.75 +1290 65090 83790 26916 93.478 

Jm 

64825 +1090 65250 B4190 

2986 22911 

Iter 

85490+1190 558-50 64600 

858 

9.467 

Hey 

88090 +1850 66590 05590 

631 

7.555 


Sep 

1493 

-Zf 

1520 

1465 182 1.117 

MOt 

1505 

-27 

1545 

1472 5993 19963 

Jen 

1517 

-25 

1555 

1487 1901 8.727 

Mar 

1513 

-20 

1545 

1481 608 3.175 

May 

1513 

-20 

1530 

1480 174 448 

Jut 

1513 

-15 

1530 

1489 89 97 

Tdd 




■988 32789 

■ COFFEE V CSCE (S7.5«K»: ceno/fcc) 


Feb 

68.175+0225 68.700 67.700 1220 

4(488 

Bar 

68900+0950 68400 87.650 

88 

431 

mat 

68.150+0650 88.150 BB.1Q0 

3 

88 

Jd 

68950+0090 68750 60850 

1 

30 

teg 

fatal 

67950 - 

2 

1,322 

10 

s/m 


LONDON TRADED OPTIONS 


Jd 80600 *-1190 67090 66090 732 8303 

Total 31382148204 

■ SOYABEAN OIL C8T (BOJQQIbs: eane/lb) 


s«e 

185.50 

-190 187.70 18590 

58 

225 

Dm 

187.70 

-520 17425 16790 4958 13960 

Her 

155.00 

-325 15990 15490 

488 

4997 

Bay 

146.05 

-3.70 15290 14890 

195 

1.720 

Jd 

14195 

-390 147.75 14025 

25 

1956 

tep 

134.60 

-4.15 13890 13590 

5 

447 

Tdd 



4981 2294 


■ COFFEE PCO) {US oeatta/pound) 

Sap 16 Pro*, dry 

Comp. daSy 12967 13193 

15 day average 135.52 135.18 


Sap 

Oct 






2295 

2300 



■ WOTE SUGAR UFFE (50 tonnes; S/tonn^ 

2X66 

♦0J5 

2167 

2527 1 7.452 

Dec 

317J 

-1.1 

3199 

317.1 654 10220 

Doc 

3493 

+0.74 

3495 

2396 

9954 42.136 

Bar 

3209 

-19 

322.7 

320 2 1,107 13.807 

Jm 

2420 

+0.73 

2420 

2395 

1.199 13960 

Bay 

3222 

-1.4 

324.0 

3220 255 2589 

Bar 

24.48 

+0.73 

24.47 

2395 

125 7983 

*8 

3217 

-1.7 

3239 

323 5 50 1926 

■fay 

2490 

+O.B5 

2490 

2393 

184 3993 

Oct 

3189 

-1.4 

3179 

3179 31 2953 

fate 





M478 90290 

Dec 

318.1 

-14 

- 

- 122 

B SOYABEAN MEAL CBT (100 tons; STtonl 

fatal 




2097 3ft818 


Sap 2719 *39 273.0 269.0 1974 3338 

0d 229.7 +33 2313 2279 5316 23929 

Dec 2161 +28 2169 2110 9.454 44280 

Jm 2060 +1.0 2120 2079 872 12273 

mat 2026 +1.1 2065 2013 663 10.741 

May 2067 +13 2010 1998 1305 9912 

Total 19B4 1B995S 

■ POTATOES LIFFE (20 tonnes; £ par banns) 



Sett 

Dart 




0pm 


price ctange tag* 

Low 

Vai 

kit 

Sap 

93.40 

-0.90 

53.70 

9220 

925 

2711 

Oct 

93.75 

-095 

03.75 

9280 

168 

2976 

Bov 

94.45 

-0.85 

94.45 

9110 

50 

1.67B 

Dec 

94.85 

-195 

96.00 

9390 

MC2 28J66 

Jan 

9595 

-105 

94.70 

94.70 

3 

944 

fab 

Total 

9625 

-095 

— 

" 

3 945 

8^88 S1J2S4 


PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Prices suppled by N M Ro thsc hi d) 

GoMrrroy oz) S prica C equtv SFr aqurv 

Ckxa 320.70-32120 

Opening 32130-32220 

Morning fix 32130 20220 468.93 

Attemoan fix 321 00 20197 468.57 

Day's High 322.109&4O 

Day's Low 31940-31990 

Previous dose 321 90-33240 

Loco Ldn Mean Gold Lendhtg Ratos (Vs USS) 

-2.32 6 months 9.76 

,2.44 12 momha 3.13 

-2.68 

p/troy at US cts aqufv. 



Sett Days 

Opm 


price drange Mgb Low 

Vd tot 

Od 

16720 +3.25 168.00 16150 

aasn 28944 

H0« 

168.75 +325 16125 16525 

2638 14,148 

Dac 

170-75 *390 171 35 16725 

2919 16.505 

Jm 

17225 +275 17250 109-00 

1.870 12335 

fab 

17325 +275 171.75 17025 

"JU/ 

Mar 

17250 +290 169.75 16925 

15 4 USD 

Total 


•912 9A9B 

■ NATURAL GAS HE (1900 tome wo P« two) 

0d 

10970 -0.030 10970 1Q900 

145 1.170 

So* 

13100-0950 11100 12100 

25 820 

Total 


470 *0* 

■ NATURAL GAS ffVkEX (10,000 nanBta^ SAmBta) 


Latest Dart 

Opm 


price cteops Mgh Low 

Vd tat 


Mb* 

620 

_ 

_ 



7 

Bar 

889 

-80 

_ 

- 

- 

- 

AW 

108.0 

-89 

1139 

1089 

131 

1.177 

May 

1209 

-09 

- 

- 

- 

2 

Jm 

1349 

-ao 

- 

- 

- 

- 

fatal 





131 

1,186 

■ FRHGHT (BIFFEX) UFFE (SKMntfca port) 

Sep 

12BS 

-5 

1285 

1265 

10 

455 

oa 

1397 

-13 

1407 

1396 

175 

1.609 

Bov 

1450 

- 

1450 

1450 

5 

46 

Jbq 

1440 

-15 

1440 

1440 

5 

467 

fate 

net* 

fate 



196 

2790 

BF 

12B5 

1287 






Oct 


1 

2 months 

3 months 

Sflvar Fbt 

spa 

3 m onths 
6 months 
1 year 
Gold Coins 
Krugerrand 
Maple Leal 
New Sovereign 


Dm 

Jan 

Fob 

Mar 

Total 


2765 -0921 2785 
258S-O.OZ7 2915 
2585 -0.023 3905 
2970-0025 2895 
2710-0012 2720 
2430-0007 2435 


2740 16982 54.130 
2875 89*36917 
2965 2920 26911 

2880 1987 24,136 
2690 463 16,198 

2415 396 10,782 

30919242082 

■ UNLEADED GASOLINE 

Hnisc {<2000 US gate.: c/USgdp 


PULP AND PAPER 

■ PULPEX OMLX (S6c 24 dr dry tons) 

Sett Dart Opm 

prim dang* Bgh Low WH U 

Dac 57600 -590 57825 57600 50 IS 

U* 59690 -600 60125 59600 110 11 

Total 1B0 178 

FUTURES DATA 

Afl Arfuras data suppted by CMS 


M SUGAH *11* CSCE (112,000013; canta/lbs) 

Od 11-29 -093 1132 119522000 39,772 

Mar 11.81 -9.06 11.91 11. 7626 £45 86871 

May 1188 -092 1ff9l 1182 2456 21.034 

JM 1169 -002 11.71 119* 1953 15,116 

Oct 1195 -002 1197 1163 7® 12939 

•tar 11.62 -603 1165 11.81 14 2162 

DM 54978200983 

■ COTTON NVCE ISOOCOtos'. oetws/lba) 

I Oct 73.30 +012 7393 7300 19*0 5.027 

Dae 7397 *0.14 7383 7391 5977 47.482 

Mw 74.70 +012 7495 74.40 356 14911 

May 7598 -0.02 7585 7590 55 6912 

Jd 75.76 4011 75.90 75S 121 6051 

Od 7595 *015 7575 75.75 10 618 

Total 79B 88978 

■ ORANGE JUICE NVCE (1S.Q00fcs; cyite/tos) 

■a* 6940 -905 69.75 6995 796 18.458 

Jm 7230 +005 7250 7215 ZT2 6955 

Mar 7590 +610 7540 7570 155 5976 

Uaj 7615 +005 7620 7620 114 1,471 

Jd 8065 +0<0 B0 50 8095 - 657 

Sep 8295 +0.10 - - - 274 

TOW 1939 35564 


Strike price S toon* 

— Cade — 

— Putfl — 

■ ALUMINIUM 





(99.7%) LME 

Oct 

Jan 

Oct 

Jan 

1550 - 

63 

100 

5 

36 

1600. 

28 

72 

19 

56 

1650 . ... 

8 

49 

50 

83 

■ COPPER 





(Grade A) LME 

Oct 

Jan 

Oct 

Jan 

2050 - 

50 

115 

31 

76 

2100 

27 

90 

57 

100 

2160 - 

13 

70 

83 

128 

■ COFFEE LIFFE 

Nov 

Jan 

No* 

Jan 

1450 

99 

150 

44 

83 

1500 . 

71 

124 

68 

107 

1550 

90 

102 

95 

135 

■ COCOA UFFE 

Dec 

Mar 

Dec 

Mar 

1100 

81 

125 

31 

51 

1125 - 

67 

no 

42 

61 

1150 

54 

07 

54 

73 

■ BRENT CRUDE 





IPE 

Nov 

Dac 

Nov 

Dec 

1000 

- 

. 

27 

47 

1850 

38 

63 

_ 

- 

1000- .. . 

23 

43 

- 

- 


LONDON SPOT MARKETS 


LME moves 

on nickel as 
prices fall 


MARKETS REPORT 


By SharmBa Devi 

Most metals tumbled in 
London as technical factors 
combined with pessimistic 
forecasts and generous 
stockpiles to push- prices 
lower. 

Nickel, used mainly . In 
stainless steel, suffered a $65 
fall to. $8,315 a tonne. 

“We've seen these down- 
grades before but now 
they're really being brought 
out into the open. There is 
surplus coming out of Rus- 
sia, ending a previous defi- 
cit, and there are new pro- 
jects expected to come on 
stream giving a lot more 
supply;. Also technically, it 
looks horrible,” said one 
analyst 

The London Metal 
Exchange said it would 

widen thm rrrinirm.im fluctua- 
tions of its nickel and tin 
markets to $5 a tonne from 
the current $1 from Septem- 
ber 22, but this was 
shrugged off by analysts. 

“It’s an attempt to prevent 
default as small players 
caught out in short positions 
could end up being charged 
outr ag eous sums, and then 
outside regulators would be 
called in,” said Wflctor Blel- 
ski at Deutsche Morgan 
GrenfelL 

Rising stockpiles were also 
responsible for copper cash 
prices hitting a 10-month low 
in London, falling $31 to 
$2,042 a tonne, which was 
followed through by farther 
falls in New York. 

LME stocks rose 2,050 
tonnes to 295,950 tonnes, 
with physical traders expect- 
ing more copper to arrive 
over the next month. 

. The prospects for lead 
prices also appeared gloomy 
after estimates of a 3 per 
cent increase in total supply 
in 1997 hit the market 


prices for precious metals 
felt with gold and silver hit 
by US infla tion data that 
were lower than forecast 

Gold closed at 5320.95 a 
troy ounce, down from 
$322.05 an ounce, and silver 
was $4.71 a troy ounce, down 
from $4.75 

In contrast to mast other 
metals, zinc rose slightly 
after foiling to display any 
fireworks, with attention 
remaining focused on h igher 
prices for cash than for 
futures, a situation known 
as backwardation. 

Three-month zinc futures 
rose $15 to $1,415 a tonne 

while the cash price rose $32 
to $1,627 a tonne. A rise in 
warehouse stocks of 11,650 
tonnes was dismissed as 
already having been factored 
into prices. 

“The fundamentals are 
still sound and justify hi g her 
prices, with recent dips offer- 
ing buying opportunities. 
However, it's a free-for-all at 
the moment," said one ana- 
lyst. 

Chinese smelters were 
thought to have covered 
their short positions - taken 
when they sold the metal 
earlier this year in the hope 
of supplying it later at lower 
prices. 

“The Chinese are looking 
to supply old, below LME 
grade stock that has been 
refined it but that takes time 
so their positions are being 
rolled forward. It's cheaper 
to keep rolling their shorts 
than to supply it right now," 
said Mr Bielski, 

Banque Paribas was opti- 
mistic about zinc in its latest 
metals report 

If they [the Chinese] can 
deliver against all outstand- 
ing positions on the Septem- 
ber 17 [today] declaration, 
cash prices will collapse. We 
t hink this is unlikely. 
Instead we expect zinc to 
test the upside," it said. 



CROSSWORD 
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■ CRUDE oil FOB (par band) 

tor- 

Dutaoi 

3l8.09-6.15w 

+0435 

Brant Blond (dated) 

$1890-6.43 

*0935 

Brent Blend (Nov) 

$18.77-690 

+097 

W.TJ. 

S19.85.997W 

+050 

■ Off- PRODUCTS HUE prompt UeOrery OF (tome) 

Premium Gasoftra 

S21B-221 


Gas 08 

SI 68-170 

+4 

Heavy Fuel OS 

S84-96 

+2 

Naphtha 

$191-193 

+29 

Jet fuel 

Si 83-185 

+2 

Dtasel 

Si 73-175 

*4 

■ NATURAL GAS Fenca/maml 




55™* no definition but their answers 

are connected with wrongdoing and the law 


VOLUME DATA 

Open Internet and Volume dote rfxntn for 
cu i Ufdcia traded on COMEX. NYMEX COT, 
NYCE. CME CSCE and IPE Grade 04 are 
one day in arrears. Volume & Open Interest 
totals are for al traded months. 


29635 
298.85 
30290 
311.45 
5 price 
322-324 

76-78 


471 55 
473.10 
47890 
49095 
£ equv. 
202-203 

48-49 


Del 

MV 

Dec 

JM 

Feb 

Mar 

Total 


Laical Pert 
prim rim me Hjb 

5ft 45 +193 5990 
57.10 +1.18 57-10 
5645 +1.03 58.46 
5630 +0.89 5630 
56.05 +020 3605 
5790 +090 5790 


Low tfoi tat 
5790 13399 34,727 

5660 59*2 23.463 
1737 15334 
582 13,738 
173 3378 
304 6423 
21930102372 


5620 

5630 

5670 

5655 


Minor metals 

European tree market, from Metal Bulletin. 
S (ter b in warehouse, unless rt he rw fea 
stated (last week's fa brackets, where 
changed). Ant im ony; 09.65%. S per tome, 
l,880-l r Q5CLBi*fnu«e rran. 0999%, tonne 
lota 340-390 (395-3.60). Cadmium: rran. 
9995%, carta a pound, 40.00-5000 (500- 
55.00). Cobalt MB free market, min. 
999%. 2490-25.00 (2490-2600 j; fflfn. 
999%, 20.00-20.80 (20.00-20.85). Mee- 
cuw mm. 9999%, S per 76 0) Bask. 
140-150 (143-155). Molybdenum: 

drummed mdybcfc oxide. 425-4.40 149S- 
4.45). Selenium: min 999%. 200-3.00 


INDICES 

■ Reutera (Base: 18IW31 - 1001 

Sep 16 Sep 15 month ego year ago 
19089 1907.4 1892.6 19089 

M CRB Patwea (Base: 1967 a 100) 

Sep 15 Sap 12 month ago year ago 
241.18 241.89 

■ CSO Spot (Bam: 1970 = 100) 

Sap 15 Sepia month ego year ago" 
19499 19696 19395 203.64 

UHE WAREHOUSE STOCKS (toMMe) 


Aluminum 

*5.575 

to 

72*950 

AtamHun day 

-460 

to 

51,400 

copper 

+2950 

u 

295950 

Lead 

-75 

to 

121900 

Mdte 

+5BB 

to 

58.712 

Zinc 

+11950 

lo 

399.025 

Tin 

-140 

to 

’1915 


- 



(< 


Barton (Oct) 1090-1190 -0.075 

ftoretam Argus. TeL London (Oirt) SS9 07 a? 

M OTHER 

Gold (per tray azft 

Sflvar (par troy re)I 

Platinum (per troy as.) 34244X) 

Palladium (per troy a 
Copper 

Lead (MS prod.) 

Tin (Kuala Lumpur] 

Tm (New York) 

Cattle (Dua weighty 
Sheep (Ive weight) 

Pigs (five wrigtalt 
ton. day sugar (row) 

Lon. day sugar (wte) 

Barfey (Eng. feed) 

Mate (US No3 reflow) Cl 09.00 
Wheat (US Dark North) 

Rubber (Octjf 

Rubber (Nov)f 

Rubber (KLRSSNoi) 2S79* 

Coconut Ol (PMQ§ 

Palm Oil (Maty.)§ 

Copra m§ 

Soyabeans flJS) 

Codon OuUook'A' index 7990c 

Worttops (64s Super) 
e ^arra wiiMahaiwaaemdpp 
r raxigtftB. m tetajaan oMtMj. T AigMip. i Ax t » 
N w fUa rttn P hyacat § OF RaUrdHit 4 BiMbr nwtet 
Own* IteSKl on 4JBSS teag *( pigs 


S32095 

-190 

47195c 

-4.60 

342490 

-390 

SI 91 JX 

-1.50 

1009c 

+1.0 

4590c 


1J590r 


2579 


1 00.41 p 

+041* 

11Z27p 

-193“ 

80.30p 

-1.98" 

$27590 

-390 

$31590 

-1.00 

l*iq 


2109.00 


Unq 


59.75p 


59.75p 


2S79J 

+19 

6159 

-59 

4959 


S400.0y 

■69 

2249 

+29 

79.50c 

-090 

428p 



ACROSS 

1 *Large girll (6) 

4 *1 do go round US city (8) 

10 Cash genuine one dollar 
note (7) 

11 *S tarts tallring on purpose 

(7) 

12 Somewhere people swim 
that's top-bole! (4) 

18 "Treats injured wise men 
first (10) 

15 *Writer missing point 
about love <6) 

16 Sean put out something to 
eat (7) 

.20 Foolishly a politician 
rejected it in Ely (7) 

Si *At home in France, that, is 

<6) 

24 ^Narrator with no name 
takes part 00) 

26 Result of cutting same of 
his carnations (4) 

28 *Shot on board (7) 

29 *Tease Elizabeth by going 
outside (7) 

30 "Naughty Audrey, will 
embrace 6 briefly (8) 

31 Job Centre wants lady edi- 
tor given approval ($) 

DOWN 

1 "New arrangements bug 
Lany(8) 

2 *Watch dock going up (9) 

3 After a month in France 
left post (4) 

5 "Surrounding part-time sol- 
diers in action (8) 


6 "Place article, in marquee 
( 10 ) 

7 Advantage when standing 
up girl (5) 

8 Pulled key and turned (6) 

® 10 ^P 0116 (5) • 

14 unimportant pink paper 

(59) 

17 "Make note daring essay (8) 

18 Lens care involved dirt 

remover (8) 

19 Possibly destroy about a 
quarter having floors (8) 

22 Poor Una takes salt water 
for sickness (6) 

23 "Bounce past (5) 

25 Forbid union with Africans 
(5) 

27 "After turning in cook loses 

spectacles (4) 


Solution 9,481 
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FINANCIAL TIMES 


WEDNESDAY SEPTEMBER 17 1997 


LONDON STOCK EXCHANGE 


Bullish PSBR and inflation news lifts shares 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

A sparkling performance by gilts 
in tbe wake of a much better 
than expected public sector bor- 
rowing requirement for August 
plus a benign US infla tion report 
saw UK stocks race ahead Tor the 
second consecutive session. 

The US news was viewed by 
many as dispelling the chances of 
a rise in US interest rates at the 
end of the month, when the US 
Federal Reserve meets to deter- 
mine American monetary policy. 

It was greeted by a scintillating 
performance by Wall Street, 


where the Dow Jones Industrial 
Average shot up almost 70 points. 

And there was further good 
news for the market from the for- 
eign exchanges where the Bank 
or England's sterling Index at one 
point dropped to its lowest level 
since the end of May. 

The pound's latest retreat gave 
heart to tbe big exporters which 
featured prominently. 

In the background the stream 
of results generally continued to 
please the market, apart from 
one of two exceptions. 

With the London market pleas- 
antly surprised at the better than 
expected inflation news from the 
US the FTSE 100 suddenly moved 
into overdrive, recouping all of 


an initial decline and eventually 
finishing a net 73.5 higher at 
4576.4. 

Ove r the past two session the 
FTSE 100 index has risen 1285, 
wiping out almost all of last 
week’s losses. 

There were gains too for the 
market's second-liners and the 
smallcap stocks. The FTSE 250 
ended 5.9 ahead at 4,6425 and the 
FTSE SmallCap 4.1 higher at 
2578.L 

US Inflation rose 05 per cent 
during August, below consensus 
forecasts, which expected a 05 
per cent rise. Core inflation came 
out at plus 0.1 pej cent. 

Those numbers sparked 
another surge of buying interest 


in US Treasury bonds, which, 
coupled with the encouraging 
PSBR data, saw UK gilts poet 
gains stretching from well in 
excess of a point to almost two 
points across the medium to long 
dated issues. 

But it was not all plain sailing 
for London. Earlier, sentiment 
took a dive, with share prices on 
the retreat and the FTSE 100 
down over 26 points within an 
hour of the opening, as dealers 
and marketmakers sought to 
lighten their trading hooks after 
a disappointing overnight perfor- 
mance by the Dow. 

Up over 30 points as London 
closed, the Dow subsequently 
dived towards the close of US 


markets, finishing 21 points 
lower on balance after disap- 
pointing corporate news from 
Microsoft, one of the US market's 
leadin g lights. At that point the 
FTSE future had been trading at 
a 10 to 15-point discount 

But the PSBR news and the 
subsequent news from the US 
saw the future shift violently, to 
a 45-point premium around the 
close of trading. “There was no 
stock in the market and it devel- 
oped Into a huge squeeze," said 
one weary marketmaker. 

Turnover in London picked up 
to 7705 by the 6pm cut off point, 
with aon-FTSE 100 stocks 
accounting for 58 per cent of 
overall volume. 





Indte w and ratios 

FTSE 100 49754 +73.5 

FTSE 250 46425 +6-9 

FTSE 350 ‘ 2393.7 +295 

FTSE Afl-Shane 2339.19 +26.97 

FTSEAfl-ShareyWd 355 359 

Best pe r f ormi ng sectors 

1 Oft: Integrated 

2 Engineering: Veh 


,+- 2.6 
_+22 

3 Pharmaceutfctes — +2.1 

4 Mineral Extraction 

5 Banks Retail + 2 - 0 


pr afl 3217.9 +455 

fTSE Non-Fins p/e 10 . 7 B 1&51 

FTSEIOOFut Sep Sn&0 +1175 

10 yr Gflr yield 6 -J® 

Long gM/equtty yW ratio 2.04 25S 

Worst performing sectors 

1 Extractive Incfe — -l-i 

2 Gas Distribution 

3 Electricity — ■ jj* 

4 Tobacco — 

5 Building & Ccnstm — — -05 


Power 

stocks 

retreat 


Shares in UK generator 
National Power moved 
ag ains t the market trend as 
talk of a slowing in profits 
growth swept through tbe 
market 

Specialists on the stock 
have been downgrading both 
profit and dividend expecta- 
tions following recent meet- 
ings with the company. Pre- 
vious profits estimates of 
between £S0Om and £9S0m 
have been scaled back to 
around £745m, while fore- 
casts for the following year 
are now expected to be in 
the same region. 

Dividend expectations 
have also been downgraded. 
Previous forecasts of 28p 
now appear to have been too 
optimistic and analysts are 
predicting shareholders 
should expect no more than 
27p for the year, and 29p for 
the following year against a 
previous forecast of 30p. One 
analyst said: “What we have 
here is a two-year pause in 
profits growth." 

Another analyst said: 
“Dividend growth of 8 per 
cent is certainly at the bot- 
tom of the range; National 
Power is losing market share 
a gains t the gas fired power 
stations and the growth in 
overseas incomes is slower 
than anticipated.” 

The stock eventually 
closed 7 off at 572‘4p. Power- 
Gen shares turned out to be 
the worst performer in tbe 


FTSE 100. closing 13 '/a ligh- 
ter at 777p after falling in 
sympathy with National 
Power. Analysts were point- 
ing to PowerGen's strong 
balance sheet and a number 
continue to believe the 
group will soon announce a 
share buyback or return 
funds to Investors some 
other way. 

National Grid continued 
to bask in the glow of a num- 
ber of broker recommenda- 
tions and further consider- 
ation of the Energis supply 
agreement with Canada's 
Northern Telecom. The 
shares rose 4 to 278'/* after 
trade of 7.1 m . 

British Aerospace 
achieved the biggest rise in 
the FTSE 100 with an 
advance of 82 to a record 
high of £1S.517=. as a series 
of broker upgrades led to a 
scramble for the stock fol- 
lowing the company’s 
interim results last week. 

A Merrill Lynch “buy" 
note raised the price target 
for the stock from £1850 to 
£17.70. Barnaby Wiener at 
the broker reiterated his 
stance on the shares and 
told clients that the stock, 
which yesterday was tr ading 
at a p/e relative of about 90 
to the market, should trade 
on at least a market rating. 

Charterhouse Tilney also 
has a “buy" note out on 
BAe. Clive Foresti er Walker 
at the broker has lifted his 
price target for the stock 
from £15.47 to £17.00. 

Merrill Lynch were also 
seen to be aggressive bidders 
in the market, along with 
NatWest Securities: volume 
in the stock was 1.1m. 

Sentiment in the shares 
was helped by an announce- 


ment that Airbus, the Euro- 
pean aircraft consortium to 
which BAe belongs, would 
deliver 185 aircraft this year 
on time, a 47 per cent rise on 
last year. 

Taylor Woodrow rose VA 
to 186p after a set of strong 
results that included a 43 per 
cent pre-tax profits rise, pow- 
ered by the housing side of 
the company. 

The positive sentiment on 
the housing market spread 
to others in the sector, with 
George Wimpey up 2 to 
125‘Ap and Persimmon 
firmer at 230yip. Bryant 
Group rose VA to 123V*p. 
helped by a statement that 
Sun Life Investment Man- 
agement had bought 155m 
shares, taking its stake to 
558 per cent. 

Tesco advanced 5'A to 
441 '/.p In brisk trade of 10m 
after it unveiled a set of 
interim results that included 
a 9 per cent pre-tax profits 


rise and a 6 per cent like-for- 
like sales increase. 

While HSBC James Capel 
Is sticking with Its estimate 
that the company will pro- 
duce E830m before tax and 
exceptional charges, others 
increased this year's expec- 
ted result by £10m to £823m. 

Late in the day a story 
went the rounds that Asda, 
which holds its AGM today, 
was set to make an 
announcement on pricing, 
which prompted fears of a 
price war and took the shine 
off big food retailers. Asda 
rose SfA to 148%p In volume 
of 65m and J Sainsbury was 
ahead just VA at 427V,p. Safe- 
way was off a penny at 38%. 

LucasVarity gained 10% to 
223p powered by US buying 
prompted by the weakness 
in sterling and strong results 
last week. 

Harry Philips at Pan mure 
Gordon has changed His 
stance from ,f hold" to “buy”; 


FT 30 INDEX 

Sep 16 Sap 15 Sep 12 Sep 11 Sep 10 Yr ago Tjjjh “Low 

FT 30 32175 31725 3133.6 3138.0 31435 28384 32225 26685 

Ord. dhr. yield 351 3.56 350 3.60 359 451 422 359 

P/E ratio net 20 85 20.66 20.43 2045 2048 1720 20.78 1550 
P/E rada nil 2056 2038 20.1 5 2016 2021 1754 2048 15.71 

FT 30 akica oooplaHon: Ntfi 3224fi 12/08 ftf. k m HA 284*40. Baa Dmk 1/fflS. 

FT 30 booty changes 

Open OOP 1050 1150 1250 1350 1450 1550 1650 Wflb Low 
31655 31653 31615 31705 31743 3176.1 31873 321&4 32175 31575 

Sep 16 Sep 15 Sap 12 Sep 11 Sep 10- Yr ago 

SEAO bagafen 40567 21 5. 1-9 35462 37509 35273 35915 

Equity turnover (Emit - 380175 2052.1 2213.6 2027.7 17108 

Equity barflaiftsf - 7255 35,143 35614 33368 35950 

Shares traded (mftt - 10145 8475 690.4 784.1 6435 

fExducfeig Kra-mertrat and oversees banowa bur hdudkig Croat turnover. 

© FTSE knemattonel Untied 1997. Al myna maned. -Far 1B97. 


■ London martart date 


iend t 

Total Rsea 
Total Fate 
Some 


872 

570 

1527 


62 Week Mgh* and fenl LUTE Equity options 


Total Highs 
Total Lows 


130 

52 


Total contracts 
Cate 
Puts 


45561 

25184 

25367 


Sop 16 ‘Data based on Equity shares Sated on the London Share Service. 
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INDUSTRIAL SBMCES ELECTRICAL PROTECTION CABLES PLUMBING PRODUCTS MATERIALS 
MATERIALS PLUMBING PRODUCTS CABLES ELECTRICAL PROTECTION INDUSTRIAL SERVICES 
INDUSTRIAL SBMCES ELECTRICAL PROTECTION CABLES PLUMBING PRODUCTS MATERIALS 
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MATERIALS 

INDUSTRY 

MATERIALS 

INDUSTRIA 

MATERIALS 

INDUSTRIA 

MATERIALS 

INDUSTRIA 

MATERIALS 

INDUSTRIA 

MATERIALS 

INDUSTRIA 

MATERIALS 

INDUSTRIA 

MATERIALS 

INDUSTRIA 

MATERIALS 

INDUSTRIA 

MATERIALS 

INDUSTRIA 

MATERIALS 

INDUSTRIA 

MATERIALS 

INDUSTRIA 

MATERIALS 

INDUSTRIA 

MATERIALS 

INDUSTRIA 

MATERIALS 

INDUSTRIA 

MATERIALS 

INDUSTRIA 


DELTA 


INTERIM RESULTS 


Oor aim is to grow into an international electrical and 
engineering services group with high market responsiveness, 
providing customers with competitive products and services. 


1997 


£m 


Turnover 

Profit before interest 
Profit before tax 
Earnings per share 
Dividends per share 


447.9 

36.1 

33.1 
13.6p 

4-Sp* 


1996 

494.5 

17.0 

11J 

l.Sp 

4J>p 


* [9«? I mrn m di intend n> be pud u j Fnren a i taivisc Di.klcnd i FID) 


Copie of Hk loicrna Report lec ibe --U. nwntk. ended JRrii June I** 1- , bun which the 
abate h an CTlrJC. irr amiable liun JJnJ Sepnmhrr linen die Secretary. Ddu pic. 
1 Kmpwar. London WdheSF. Telephone I5i?. 
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MATERIALS 

SERVICES 

MATB9ALS 

SERVICES 

MATERIALS 

SERVICES 

MATERIALS 

SERVICES 

MATERIALS 

SERVICES 

MATERIALS 

SERVICES 

MATERIALS 

SERVICES 

MATERIALS 

SERVICES 

MATERIALS 

SERVICES 

MATERIALS 

SERVICES 

MATERIALS 

SERVICES 

MATERIALS 

SERVICES 

MARSHALS 

SERVICES 

MATERIALS 

SERVICES 

MATERIALS 


MATERIALS PLUMBING PRODUCTS CABLES ELECTRICAL PROTECTION INDUSTRIAL SERVICES 
INDUSTRIAL SERVICES ELECTRICAL PROTECTION CABLES PLUMBING PRODUCTS MATERIALS 
MATERIALS PLUMBING PRODUCTS CABLES ELECTRICAL PROTECTION INDUSTRIAL SERVICES 
INDUSTRIAL SERVICES ELECTRICAL PROTECTION CABLES PLUMBING PRODUCTS MATERIALS 
MATERIALS PLUMBING PRODUCTS CABLES ELECTRICAL PROTECTION INDUSTRIAL SERVICES 


HongkongBank 

The and bfun^hji Pinking CerpuralMn Limited 

(incorporated in Hong Kong with limited Battiity) 

U.S.$400,000,000 

PRIMARY CAPITAL UNDATED FLOATING RATE NOTES 

(SECOW SERES) 

Notice is hereby given that the Rale of Interest has been fixed at 
5.9375% and that the Interest payable on the relevant Interest 
Payment Date December T7. 1997, in respect Of U5S5,0CK) 
nominal of the Notes will be USS75.04 and In respect ol 
USS 100.000 nominal of the Notes will be USS 1,500.87. 


IPS? Unto 

By; Cdtaf*. HA. (Coroorae Agency 4 Tnefl. Agent Bm* 


CfTIBANCO 


n 


BANQUE PARIBAS 

US$200,000,000 
Undated floating rate 
securities 

for the Interest period bom 
JT September 1997m J7 
December 1997 the securities 
wdicony an interest rote of 
6.0625 per arumm. Interest 
due on 17 December 1997 
urill amount Id USS15J2 per 
USS 1,000 security. 

Agent Morgan Guaranty 
Trust Company 

JP Morgan 


MRS 


Residential 
Property Securities 
No3PLC 

£150,000,000 

ChnsAZ Notes 
Mortgage Backed 
Floating Rate Notes 
due 2025 

Notice ri hereby given that 
there wBI be a principal 
repayment of £4529 per 
£105000 Note pursuant to 
Clauses (5b) of the Notes 
on the interest payment 
date 29th September 1997. 
The principal amount out- 
standing on 30th Sept- 
ember 1997 mil therefore 
be £75507 per Note. 

NaTWest Markets 


Appointments 

Advertising 


appear* In the UK edition every 
Wednesday & Thursday and In the 
Intematini u l etfition every Friday. 

For farther WbrmaCton please entt 
Ibby FWanCRdta on 
♦44 01718734027 



Christiania Bank og Kreditkasse 

(l»iBW)e reri dlat>«i aq ria w ef?fei»oi sd ftliHn5ed&riaw 
U.S. 5 250, 000,000 

Floating Rate Subordinated Notes Due 2001 


Notice is hereby given that the Rate of Interest has been fixed at 



and in 

US$7,306 


September 17, 1997, London omn . Il/A 

By: GtiotA. NA (Corperrio Agoncy & Tmd), Agent Bent Cl / /dAAhV 


he told clients: “These are 
good solid numbers which 
demonstrate that the bene- 
fits of the merger arid subse- 
quent rationalisation gains 
are already coming 
through.” He has set a target 
price of 2S0p on the stock. 

Hays achieved the second- 
biggest foil In the FTSE 100 
with a decline of 11 to 641 Vip 
as the stock was hit by a 
bout of profit-taking follow- 
ing a set of annual results In 
line with expectations. 

The shares stood at 470p a 
year ago and have risen an 
the back of acquisitions and 
the company winning logis- 
tics contracts with Shell and 
BP. Volume of just under 3m 
marked one of the dozen 
busiest for a year. 

A broker’s recommenda- 
tion powered speciality 
chemicals group Laporte. 
which reported favourable 
interim figures on Monday. 
The shares advanced 17 to 
723%p after UBS urged 
Investors to “buy". 

In a note to clients, the 
securities house said: “The 
results confirm oor view 
that the growth prospects of 
the cu r r ent business portfo- 
lio justify a market average 
rating (versus the current 13 
per cent discount) and. with 
further upside potential pro- 
vided by the balance sheet 
we believe the shares are 
attractive.” 

UK paper manufacturer 
Rexam climbed to the top of 
the FTSE 250 best perform- 
er’s list after reporting an U 
per cent improvement in 
interim profits to £9 2m, 
despite the negative impact 
of sterling strength. 

The shares gained 17 to 
327%p with Drasdnar Klein- 
wort Bauson reiterating its 
positive stance on the 
shares. Analyst Charles Cara 
believes: “There is further 
news to came from tbe stra- 
tegic review.” He raised his 
frill-year estimate by £3m to 
£187m. 

General buying interest 
lifted Zeneca, the shares 
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improving 49 to £19.20. 

Carlton Communications 
fell back 7 ’A to 507 following 
a repeat that British Digital 
Broadcasting (BDB) licences 
face a delay at the EC. BDB 
is a joint venture between 
Carlton and Granada Group. 
10 better at SOSttp. * 

On the bay-back front, 
Tomkins firmed to 326p as it 
said it had bought back L8m 
shares at 324p. 

Darting Kindersley was off 
14% at 270V a p after a cau- 
tious trading statement that 
pointed to continued high 
investment levels in the US. 
Analysts were said to be edg- 
ing down their forecasts for 
the full year, although the 
company said it was happy 
with market forecasts of 
£13m at the year-end. 
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FINANCIAL TIMES WEDNESDAY SEPTEMBER 17 1997 




+ •• • ■■■ .■*«■{ 

jr*> 

p : ■■■ 

■?. ■ 4 .?5 


GLOBAL EQUITY MARKETS 


US INDICES 


US DATA 


Dow Jones 


JAPAN 


FRANCE 


** *9 . Sab - . tt 87 ’ anarnuMnn. 

w '« IT Mgh Uw fflgb 'Lte 


mi.M 774237 76B096 82931 6391.B9 B2931 41.22 

.. , &*.. awj owwan (dm»® 

Hone 900* unsemmt taxu ioou m» imjd 5439 

01/7) (14/4) (31/0707) (01/10/81) 


3075J8 3G3&S8 30Z7.22 307338 22237 307*26 
.24029 23930 23377 HUS 20347 2S&46 


■ MARKET ACTIVITY 

• Vofcane (mteon) NYSE Sop 15 Sep 12 Sap H 

Sop 15 Sep 12 Sep 11 &subb Traded 3378 3361 33» 

NVSE 471.7Q0 635319 574.530 /teas 1345 2.103 1377 

Fa* 1232 m 1.7B4 

Ami* 24308 30483 31.164 Uncharged 541 482 528 

New Hgns 232 213 142 

NASDAQ 671.776 700302 71B338NM Low 11 19 27 


Since conp&ta 

S M» Lm M8i Im 


See Cm 

IS 12 IN 


p/jj i&am} 03TOO5 

2DM7 25646 1&53 

P5N) (31/0M3) 0807232} 


^—rtw d ari Poors 


C«n*04tet 91927 92331 9129 

LUUkk&V 107733 108171 imn« 

ftwetalf 10737 10738 1B5JS1 

(Hbm 

SYSEGM9. 48220 48130 <7736 

*** Coop 67426 67231 66084 

MSDAO Cop 163432 164033 163086 

2000 . . 440.17 44039 43523 

■ RATIOS 


73731 - 98032 4.40 

(2/1) (0648/97) (01436/329 

8E&42. man is 
t1W» (DSI0BS7) 000602) 
8075 111JB 7.13 

(2/1) 01/07/97) (0408/70 


49730 38947 48730 

00) (11/4) (0688/97) 

87438 54130 87438 

PM» 0W« (1S4W7J i 

1(8022 120130 ' 168622 
<B/9) (2/4) (809/97) I 

440)7 335.85 448.17 

(13« (25/4) (15/9/97) | 


■ msKnwPMQacnwTY 

■ ACTD/E STOCKS 

Monday State dose Day's 
traded price change 

San Lea 0370300 481 +BW 
Corntog 7387.100 401 -1* 

A Ucrrl* 7228300 41ft -1J 
AT4T 9391300 44« +1ft 

OMHO 3382200 28H -H 
Cm® 1420800 64*4 -9 

UMtapne 1372300 25ft *X 
Won Taoh 3300300 40*4 -1ft 
MemS 3370300 87 -2ft 

(HIM 3352300 7314 -31 

■ MASPAO TRAPPiO ACTIVITY 

■ active stocks 


VabBM : 471,703,000 


• _ * ; 


Sep 12 

SepS 

Aug 29 


Dow Jones but Ohr. Yield 

1.B9 

1.87 

1.71 

v • ' 


Sep 10 

Sep 3 

Aug 27 

* 1 

S & P tnd. av. yfekf 

1-54 

1J2 

1.54 


S&PWP/E ratio 

24.80 

2S.11 

24.7B 


Med pda eteoga 
/tend Om 33.HHB.ann 32H -V* 

Heron* 18373,700 1301 -7* 

CM Sji 8,766300 0944 -2H 

(Ml 8245,700 92ft -2ft 

Three Cora 8270300 48| -tft 

Mm Mad 6233400 3ft -H 

natter 5429,100 m -8 

Ones 3256200 30 -ft 

MCanp 5381,100 B7tt +14 

Maraamo 4,791200 1M -1ft 


■ B/SSE5T MOVEBS 

Monday 

On 

Dto ft 

D*fS 


efts 

Orate 

oapa % 

UP* 

Beam 

<28 

+&* 

+189 

Sara Las 


+«M 

+747 

Kin Cara 

3454 

+M 

+10D 

Ton MHger 
Dmw 

n 

+314 

*69 

KZ 

231 

-49 

-1Bl8 

Beta Bbj 

22U 

-IB 

-40 

Loam 

27® 

-2H 

-7J 

Tendyae 

51 

-4V* 

-7£ 


VolMM *871^h4H%000 

■ BSGEST MOVBtS 



Utaky 

atm 

(fas 

(fas 


price 

Chnga chpe % 

Ups 

fataa DU 

154% 

+44% 

+389 

0am 

ZM 

+4 

+2tLS 

cm 

?41* 

+4 

+193 

Tatatoc 

Hfiin 

36* 

+«t 

+17.8 

Krriata AH 

IB 

-3V, 

-173 

AmnCan 

S7i% 

-To 

-181 

sraradi 

201% 

-3W 

-147 

Origwe 

34 

-5 

-12L8 



MBdral 225 1737450 fcft 17BBJ0 2068137 173085 

■ TOKYO TRAMMO ACnVTTY V a tee a 

■ ACTIVE STOCKS ■ HfiffiST HDVBtS 


3891U S25 

iM7*00<%aO0 


CAC 40 294055 289*B2 2834.07 3 BJS87 225097 307587 96481 

■ PARS TR A P M G ACTW1TY Votaanei 303^75^00 

R ACTIVE STOCKS ■ B6SECT MOMg 


B 9 TO 11 12 15 Ifl 
Sap 1997 

FTSE Eurofop 300 


Mppm Strd 
Furanwa B 
Yanaen Tma 
Satan Bank 
Knoau SB 
rsaacei 5a 
WBcM 
BhTc*M 
KMMI H| 
« nttcfem 


SB eta One Day's Tnedhy 
haded pries daagg 

9.705300 ZH -5 £L . 
6.105300 005 -16 ” . 

5305300 1500 +30 JZSSL 5 *® 

5869300 637 -21 22““ 

5331300 251 -4 ?*L 

5373300 225 +18 

4370300 1010 -20 


4.437300 2190 +30 

3334300 725 -15 

1928.000 433 -3 


CbM Sac 
Ala) Bac 


fa/% fag 

COM ftje % 

t35 +162 

+34 +T3.7 

+55 +114 

+18 +11.1 

-400 -16.1 
-20 -113 

-100 -118 

-» -174 


liriraftn B 2,114392 
B testate 1350258 
Bqa IM) Park 86*843 
Brcna-fac 841.716 
/Uteri /U* 730320 

Axa-UW 653309 
CmttOE 642250 
ad fleam 422214 
9tU 568313 

CSF (Thane} 554317 


Tuesdta 

Ctoaa 

Day* 

Qtfi 

re* 

price 

change age % 

GMdtt 

349 

*34 

+109 

Sola 04 

304 

+279 

+iai 

Crane Lot 

1675 

+131 

+89 

as ira 
Oem 

1299 

+99 

+79 

Due IJnnM 

250 

-IDO 

-289 

cum 

54 

-7 

-119 

Tee Dane 

129 

-49 

-82 

Rao dal 

1003 

-8.7 

-59 


GERMANY 


Sep 1997 Srercm ^vtafln, 

12 tfigO Lon m lot 


Since eaqWm 
15 12 1001 Low Mgb Low 



MX 389935 3820.13 385481 40033 2648.77 443831 931.18 FTSE 100 4578.4 49023 48482 

■ FRAMCFIRIT TRAbXIO ACTTWITY Vokmw : 10 ,304^820 ■ LOWPOW TRAPMO ACTIWTY 


405680 5D8U 98U 
Mnat77030Q300 


8 S 10 11 12 15 16 
Sap 1997 


■ ACTIVE STOCKS 



■ BKEBT ItOVBS 



■ ACTIVE STOCKS 



■ BKfiEST HDVBtS 



Tuesday 

Stocks 

era 

fa's 

Tnsdqr 

Oaac 

faa 

fas 

Tuesday 

Stocks 

Close 

Day% 

Ttastoy 

Ctora 

fa/a 

Oaf* 

Darted 

price 


Ups 

HMD hd 
Hctstai Bau 
HP* 

DmsdaarBk 

Oewe 

Mtara m Pt 

An Col m PI 
fate w FI 
strwas 

price 

dmpa dge % 

tractod 

price 

ctenge 

Upa 

Matam 

Aato facte 

BMd(Wn 

tax 

price 

dome cfiQ9 % 

OetdsteTer 

Sonera 

cnmacnM 

BASF 

Dahntor-eaaz 

1987900 

yiaw 

44*798 

447938 

438.122 

3455 

1154 

60 

5095 

12*7 

+82 

+59 

-22 

+094 

+12 

225 

420 

as 

77.1 

+16 

+30 

+24 

+34 

+92 

♦7.7 

+7.1 

+53 

BT 

Sba* 

Sou* 
Ante Ik 
Trace 

157057® 395 
1*406300 463H 
1290*530 9EM 
11.845320 33414 
10940900 441H 

+2h 

+15 

-iw 

-7 

+51% 

50 

31 

TB3H 

117)4 

+7H 

+514 

+19 

+11 

+17.6 

+127 

+109 

+1*3 

Dated* Bnh 
Drasdaur Bok 
Bayer 
taha 

Hnedta 

4209*4 

40*351 

331.123 

809937 

289911 

1059 

77.1 

0*45 

049 

72.45 

+1A 

+39 

+895 

+175 

-195 

4S0 

146 

495 

146 

-40 

-7 

-20 

-44 

-73 

-48 

-39 

-34 

Ltoyito TE8 
faster 01 
BTR 

Era 

St James n 

10925300 

1*413360 

1026*020 

1*265330 

*05*887 

750 

4510 

23TM 

4 

1« 

+20M 

+1% 

+21* 

*2 

Ora Carii Sy 
itoa 

Horace Smta 
Em 

8714 

137)4 

70 

32 

-9 

-14 

-7 

-2VS 

-93 

+92 

+9.1 

-72 


INDEX FUTURES 


2?? “ 881.75 

Oae 030.70 039.10 

■ HBrfcel sata Open Seri price 

Dm 17890.0 17MOO 

Mor 177803 17950.0 

Opan Marta Sgun tor previous day 


EsL vo*. Open Int Open 

■ CAC-4Q (200 x bratex) 

21,097 78D5B Sep 2697.0 

68.407 144331 Oct 29043 

Eat voL Open bit ■ PAX 

13.971 158.406 Sap 3865.0 

35 3.6&1 Dec 3893.0 


Sett Price 

Change 

High 

Low 

Eat. vd. 

2948.0 

2955.5 

+39.0 

+39.0 

2956.0 

3961.0 

2886.0 

2894.5 

21.834 

4.064 

38959 

4026.0 

+119.0 

+11B.0 
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US price data spread positive sentiment 



WORLD OVERVIEW 


Benign US inflation figures 
spread a positive mood 
across American and Euro- 
pean equity markets yester- 
day but Asia was largely 
bearish, witb particular 
weakness in the South-east 
Asian “tiger" economies, 
writes Martin Dickson. 

The US consumer price 
index for August which had 
been nervously anticipated, 
underlined the fact that 
inflationary' pressures in the 
US remain modest. The 
index rose 0.2 per cent, just 
below the consensus forecast 
of 0.3 per cent while core 
inflation was up 0.1 per cent. 

The data increased market 


Pacific Basin underperforms 

Pacific Basin [excluding Japan) relative to ttw Wortd (FT/S&P Indices) 
100 
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confidence that the Federal 
Reserve will leave rates 
unchanged when its policy- 
making committee meets on 
September 30. 

Government bond markets 
rallied on both sides of the 


sv 


Atlantic, bolstering share 
prices. In Europe, interest 
rate sentiment also 
improved after remarks from 
a member of the German 
Bundesbank eased concerns 
that the bank might ti ghten 


monetary policy in the near 
future- 

wall Street, which had 
closed lower on Monday, 
rose strongly from the open- 
ing, and principal European 
and Latin American markets 
followed its lead. 

However, Asian markets 
had earlier closed mainly 
lower. Kuala Lumpur was 
down 2 per cent despite 
the apparent efforts of 
government-linked funds to 
sustain the market Foreign 
selling appeared to be con- 
tinuing, amid concern over 
the health of the economy 
and government shifts in 
policy. Thailand dipped in 
response to press reports of 
friction with the Interna- 


tional Monetary Fund over 
the IMF-sponsored rescue 
package for the country. 

In Jakarta, stocks dropped 
nearly a per cent, partly In 
response to regional weak- 
ness but also because of riots 
In eastern Indonesia and 
concern about the impact on 
growth of cuts in govern- 
ment spending 

In Europe, the US inflation 
figures had most impact on 
equities but dollar-sensitive 
markets were also buoyed by 
morning gains in the US cur- 
rency, which dipped later 
from its highs. 

The dollar rose after Olaf 
Sievert, a member of the 
Bundesbank, suggested the 
market had over-dramatised 


the increase in German 
Inflation. “If an excessive 
depreciation of the mark 
does not materialise and if 
wages policy remains sensi- 
ble, the price push resulting 
from the past depreciation 
will gradually fade out" he 
said. 

The Frankfurt. Paris and 
London equity markets all 
closed sharply higher but 
Milan, which performed 
strongly on Monday and 
much of yesterday on rising 
hopes that Italy will be a 
founder member of the Euro- 
pean monetary union, ended 
little changed on a late wave 
of selling. 
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Dow jumps 
as bonds 
turn higher 


Frankfurt moves sharply up 


AMERICAS 


An early morning rally in 
the bond market sparked a 
wave of buying on Wall 
Street, taking the Dow Jones 
Industrial Average sharply 
higher in spite of a 12 per 
cent slide for shares in E ast- 
man Kodak shares, writes 
John Labate in New York. 

Treasury bond prices 
surged on the consumer 
price index for August which 
rose by an unexpectedly 
slight 0.2 per cent The yield 
on the 30-year bond fell to its 
lowest level in several 
weeks- By midday the long 
bond was up 1% in price at 
S8g and the yield down to 
6.46 per cent 

It was the second major 
report of low Inflation in 
recent days following the 0.3 
per cent gain for the pro- 
ducer price index last Fri- 
day. 

By early afternoon the 
Dow had gained 74.97 or 
almost 1 per cent at 7.796.08, 
in spite of a sharp fall at 
Dow constituent Eastman 
Kodak which plunged $7?« or 
more than 12 per cent to 
$56% following a profits 
warning late on Monday. 

Other major stock indices 
also rose. The Standard & 
Poor's 500 index gained 15£2 
at 935.29. Technology stocks 
recovered from Monday's 
sell off with the Nasdaq com- 
posite index gaining 17.02 or 
1.04 per cent at 1.651.94. 

Investors bid up the prices 
of consumer stocks in active 
trading as Procter & Gamble 
shares surged $4% at 139£. 
Financial stocks were also 
strong gainers as bond 
prices remained upbeat 
throughout the morning. 
Travelers Group, another 
Dow member, surged $2|; at 


$69. The Philadelphia stock 
exchange's BKK index, 
which tracks 24 banking 
stocks, rose 2.2 per cent to 
705.53. Bank of New York 
gained $l& at $47% and Citi- 
corp surged $3ik at $130ft. 

The technology sector also 
rebounded following Mon- 
day's selloff with Microsoft 
advancing $3& to $134% and 
software rival Oracle gained 
$1 ili at $39i. 

Telecom stocks were 
higher. Sprint gained $l£ at 
$48% on an announcement 
that the company planned to 
expand certain services to 
nine new states. Baby bell 
stocks also rallied with Bell 
Atlantic surging $3£ at 
1792. 

TORONTO continued to 
improve, riding up on the 
strong start on Wall Street 
and another good session for 
the banks. At the noon cal- 
culation. the 300 composite 
index was 38.81 higher at 
6,827.50. 

Ranks continued to create 
most investor interest as 
talk of an official reduction 
for Canadian interest rates 
took hold of sentiment. Bank 
of Nova Scotia gained C$l_20 
to C$63.10. Toronto-Domin- 
ioo Bank 90 cents to C$45.90 
and Bank of Montreal 75 
cents to C$55.35. 

Management change opti- 
mism got behind forestry 
group MacMillan Bloedel. 
lifting the shares 75 cents to 
C$18.95. Alcan Aluminium 
added 60 cents at C$47.90 and 
drinks and leisure leader 
Seagram gained C$1.00 at 
C$49 JO. 

Golds were a dull sector, 
pushed lower by the dull 
bullion price. Barrick came 
off 15 cents to C$29.30 and 
Placer Dome lost 15 cents to 
C$21.10. 


Sao Paulo regains ground 


Latin American centres 
mostly traded lower in sub- 
dued volume. The Mexican 
market was closed For a pub- 
lic holiday which helped 
keep activity in check, 
although Sao Paulo rallied 
modestly to claw back some 
of the heavy losses of the 
past three days. 

SAO PAULO gained mod- 
est ground after losing more 
than 8 per cent in three 
straight days. 

Market heavyweight Tele- 
bras ended the morning l 
per cent better at 133.20 


pesos as brokers reported 
modest demand for leading 
stocks. “There was a bit of 
bargain-bunting going on 
this morning." said one 
trader. The Bovespa index 
came in at 10,884, up 19.00. at 
midsession. 

SANTIAGO lost ground 
with the IPSA index easing 
0.36 to 128.97 at midsession. 
CARACAS ended the morn- 
ing with the IBC index off 
34.83 at 10536.06. 

In BUENOS AIRES the 
Merval index was 321 better 
at 804.11 at midsessioa. 


Early gains on Wall Street 
and in the domestic bond 
market following positive of 
US inflation figures took 
FRANKFURT sharply higher 
in late electronic trade. 

At the close, the IbJs- 
indicated Dax index was 
126.16 or 3.3 per cent higher 
at 3.995.96. The positive tone 
was established during floor 
trade after comments from 
Olaf Sievert, a Bundesbank 
council member, which 
sought to play down Ger- 
many's infla tion risks. 

He said German price pres- 
sures should not be over- 
dramatised and could fade if 
the mark's depreciation did 
not become excessive and 
wages policy stayed sensible. 

The finan cial sector was 
the focus of further takeover 
speculation after Albrecht 
Schmidt, the Vereinsbank 
chairman, said he could not 
rule out closer cooperation 
with Dresdner Bank after 
Vereinsbank had merged 
fully with Hypo-Bank. 

Vereinsbank finished just 
SOpfg higher at DM95.50, 
after sentiment was damp- 
ened by its plans to raise 
DM3bn from a rights Issue 
and a global placement of 36 
new shar es. Hypo-Bank put 
on DM2.30 to DM71.50. 

Elsewhere. Adidas gave up 
DM2 to DM218 on news that 
it intended to buy Salomon, 
the French sports equipment 
manufacturer. 

PARIS shook off a bad day 
for tyre giant Michelin 
which tumbled 4.7 per cent 
following disappointing 
interim results. With a little 
help towards the close from 
the solid start on Wall Street 
the CAC 40 index ended 4153 
higher at 254055 in modest 
12.7m volume. 

Michelin was the big 
talking point. When net 
earnings came in below the 
broker consensus there was 
an immediate outbreak of 
selling and the stock 
touched FFr322.2 at one 
stage. It dosed off FFr16.10 
at FFr326.9 with more than 
?m shares chang in g hands. 

Drinks leader Pernod 
Ricard ended up FFr7.10 at 
FFr313.10 ahead of six-month 
results that were announced 
after stock market hours. 
AGF put on FFr5.80 at 
FFr237.50 in advance of 
today's interim results. 
GAN, the insurance group 
with which AGF is consider- 
ing a link-up. came off 
FFr3.10 to FFr1465 as trad- 
ing resumed in the wake of 
Monday’s news of FFrlbn of 
exceptional charges. 

Skis Rossignol surged 
FFr9.50 or 75 per cent to 
FFr 129.50 following the news 
that Adidas of Germany was 
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taking control of Salmon, a 
rival ski equipment group. 

AMSTERDAM ended 12.60 
higher at 882.10 on the AEX 
index. ABN Amro rallied, 
reversing Monday's ML with 
a 90 cents improvement to 
FL 39.70, and Heineken con- 
tinued to rise, adding FI 9.40 
at FI 349.40 after ING lifted 
earnings estimates. 

Telecommunications 
group KPN turned In the 
day’s best AEX performance, 
rising FI 350 or 5.4 per cent 

ASM International - . 

Share price (1% - ‘ V , ■ 

• 35 - —tv 1 --- . J-rrrj, . ' 
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ABB lost SFr23 to SFi2572 
as the head of its power gen- 
eration division said the 
devaluation of some Asian 
currencies was likely to lead 
to a delay in power projects. 

MILAN finished flat, 
unable to add to Monday’s 
3.5 per cent surge, as basket 
selling and position squaring 
erased earlier gains. The 
Comit index finished 15.82 
higher at 937.91 while the 
real-time Mibtel index 
turned back from 15,067 to 
close just 1 lower at 14£76. 

Mr James Cornish at Nat- 
West Markets, who is posi- 
tive on the outlook, said the 
Italian government was 
clear that it had to produce a 
budget far 1998 that would 
convince both German pub- 
lic opinion and international 
investors that the budget 


deficit would be on a down-' 
ward path in coming years. 

Mediobanca jumped L414 
to L12.804 and BCI picked up 
L148 to L4343 as rumours of 
a possible merger did the 
rounds. 

MADRID moved ahead, 
helped by a new inflow, of 
money from domestic inves- 
tors - the general index fin-, 
ished 8.14 or 1.4 per emit 
higher at 600.53. 

Tabacalera remained in 
the spotlight, adding PtallO 
to Pta9.300, and Argentaria 
put on Pta200 to PtaS.OOO 
after the government 
unveiled plane to further pri- 
vatise the bank in January 
and the tobacco company in 
May. 

Written and eefited by Michael 
Morgan and Jeffrey Brown 

SOUTH AFRICA 

Shares In Johannesburg 
extended their decline to 
seven straight sessions with 
the all-share index slipping 
a further 33.7 to 7,145.8. 
Dealers said uncertainty 
ahead of the futures expiry 
on Friday continued to hold 
sentiment in check. 

Industrials came off 89.0 
to 8,711.3. Golds suffered 
heavy falls, with the index 
sliding 23.6 to 9375. Vaal 
Reefs lost R5.00 to R214 in 
good two-way trading 
volume. 


emerging MARKETS focus 


Bull run may be 
over for Turkey 


Istanbul’s latest buff run 
faltered yesterday With the 
main IMKB national-100 

index easing 0.13 per cent 
but that still leaves the 
market some 20 P e r rent 
higher this month. Opin- 
ions on the way ahead are 

polarised- 

Some analysts have 
become wary at the recent 
buying spree, particularly 
in the absence of obvious 
developments to justify a 
substantial ra-rating for 
Turkish equities. They 
warn that a correction may 
be in the offing. 

In contrast, Volkan San, 
market strategist at Istan- 
bul’s Global Securities bro- 
kerage, says he is bullish. 

He says yields in the 
fixed income market are 
heading down and the - 
exchange rate looks firm, 
making “equities the only 



place to be in Turkey”. He 
says stock holders are 
unwilling to sell at current 
prices, restricting supply 
and forcing valuations 
higher stiff 

Institutional investors, 
led by US fund managers, 
are looking at Turkey again 
after a long absence. 
According to Mr Sari, this 
is because “Turkey is not 
Far East-correlated” and 
prices for some stocks are 
still attractive. 

Poor liquidity is part of 
the explanation for the 
upsurge. A large portion of 
the IMKB index consists of 
companies majority -owned 
by the state. Their public 
floats tend to be small and 
it does not take much in 
the way of sustained 
demand - either from index- 
trackers or investors buy- 
ing on a bunch that the 
government will restart its 
stalled privatisation pro- 
gramme - to push prices 
steeply higher. 

A benign economic and 
political environment has 
contributed to the rally, 
with inflation expectations 
subdued and Mesut Yilxnaz, 
prime minister, a level- 
headed secularist, running 
the government after a 
year of rule by an Islamist- 
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led coalition. The two- 
month-old government 
promises strict fiscal and 
monetary policies, although 
there is little sign of con- 
crete action yet 
Some investors are buy- 
ing in the belief that inter- 
national credit-rating agen- 
cies. which have savaged 
Turkey in the past three 
years for its fiscal disorder 
and heavy inflation, may 
be considering an upgrade. 

Yet there are plenty of 
hardened market watchers 
who dismiss any notion of 
imminen t reform and Insist 
the market is mainly 
driven by leveraged specu 
lators hungry for volatility 
Mr Serhat Gurleyen. ana 
lyst at Turk Ekonoml Ban 
kasL advises very selective 
stock picking. 

Investors have two basic 
choices, he says. They can 
speculate by borrowing in 
hard currency and look for 
short-term profits, or they 
can bold carefully selected 
stocks for the long term 
which in Turkey is usually 
seen as one to two years. 

However, analysts say 
Istanbul remains as volatile 
as ever and warn of the 
risks of investing in a coun- 
try with inflation of over 80 
per cent and an unpredict- 
able political system. 

They say the market can 
and will turn without 
warning and that any cor- 
rection is likely to be sav- 
age. 

John Barham 
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to FI 7650. Paper leader KNP 
rose FI 2.30 to FI 48.50 as 
investors continued to warm 
to recent disposal news. 

Among second-line tech 
shares, ASM International 
jumped almost 9 per cent, 
rising FI 2.70 to FI 34.00 on 
strong demand from US 
investors. ASM Lithography 
rose FI 150 to FI 188. Baan 
c ame o ff FI 4.40 to FI 121. 

ZURICH took heart as the 
market shrugged off 
renewed signals that domes- 
tic interest rates might rise. 
The SMI index rose 96.1 or 
1.8 per cent to 5.4175. 

Banking shares stale much 
of the limelight- UBS closed 
SFr41 higher at SFrl.547, 
while SBC shares gained 
SFrl4 to SFr380. Nest!* 
jumped SFr33 to SFrl.836 as 
expectations grew that the 
company would follow-up a 
solid rise in first-half sales 
by reporting an increase of 
15 per cent to 22 per cent in 
group net profits tomorrow. 


Riots send Jakarta down 2.9% 


ASIA PACIFIC 


News of riots in eastern 
Indonesia unsettled 
JAKARTA late in the ses- 
sion. and the composite 
index closed 1553 or 25 per 
cent lower at 534.83. 

Brokers said news of cuts 
in government spending hit 
sentiment at the outset but 
that investors were mostly 
concerned with the riots in 
Ujung Pandang, the capital 
of South Sulawesi province. 

TOKYO was mixed in a 
dull session after an 
extended holiday weekend, 
as investors hesitated ahead 
of international monetary 
meetings later in the week. 
writes Given Robinson. 

The Nikkei 225 average 
rose 8.70 to 17,974.50 after 
moving between 17,872.69 
and 18.037.10. Declines, how- 
ever. led advances 664 to 406 
with 198 unchanged. 

Trading opened on a weak 
note as corporate investors 
resumed selling high-priced 
shares to shore up profits 
ahead of their September 30 
interim book-closings. 

Financial institutions also 
increased sales to reshuffle 
their portfolios, although 
bargain-hunting by domestic 
pension funds supported the 


market's downside. Volume 
fell to an estimated 367m 
shares from 738m on Friday, 
the special quotations day 
for settlement of September 
contracts. 

The Topix index of all 
first-section stocks fell 2.40 
to 1.39454 and the capital- 
weighted Nikkei 300 was off 
0.30 at 27254. 

In London, the ISE/Nikkei 
50 index rose 4.77 to 1.555.62. 

High -technology issues 
were mixed. Sony fell Y2G0 
to Y 10,600, Advantest Y400 
to Y 11,400 and Kyocera Y190 
to Y7.800. 

Shares of Kyocera are 
likely to face a fresh round 
of selling today, following 
the company’s announce- 
ment after the close of trad- 
ing that it had revised down- 
ward its profits forecast for 
the business year ending 
March. However, TDK rose 
Y130 to Y9.850, Canon Y80 to 
Y3.440 and NEC Y40 to 
Y1.360. 

Tostem, Japan's leading 
maker of aluminium housing 
materials, plunged Y400. or 
16 per cent, to Y2.080 after 
Friday's announcement that 
it expects parent pre-tax 
profits to fall an annual 38 
per cent in the business year 
to March. 


Carmakers advanced. Nis- 
san gained Y37 to Y721, 
Toyota Y40 to Y3.360 and 
Honda Y100 to Y3520. Bro- 
kers were mixed. Nikko 
Securities fell Y20 to Y481 
while Yamaichi Securities 
rose Y15 on short-covering to 
Y225. 

In Osaka, the OSE average 
fell 51.09 to 1853658 in vol- 
ume of 120m shares. 

HONG KONG traded 
sharply lower as profit- 
taking increased ahead of 
today's Mid-Autumn Festival 
holiday and with many 
Investors cautious ahead of 
yesterday’s inflation figure 
from the US. 

The Hang Seng index 
dropped 219.46 points or L5 
per cent to 14,41 L 19, but was 
off the day’s low of 14,35855. 
Turnover was a meagre 
HK$l5bn against Monday's 
HK$20.8bn. 

Banks led the blue-chip 
losers, with HSBC falling 
HKS4 to HKS227. trimming 
about 55 points from the 
Hang Seng index. 

Cheung Kong eased 
HKS1.75 to HKS83.75 and Sun 
Hung Kai Properties was 
down HK51 at HK$9155. 

Profit-taking saw the 
H -share index down 5353 or 
3.7 per cent to 1,39653 while 


the red-chip index dropped 
92.06 or 2.4 per cent, to 
3,781.41. 

Analysts noted that Inves- 
tors took profits since Chi- 
na's announcement about its 
plans to restructure its state- 
owned enterprises was 
largely expect ed. 

KUALA LUMPUR encoun- 
tered further foreign selling 
although the downward 
pressure was mitigated by 
local institutional support 

By the close the composite 
index was 16.98 or 2 per cent 
lower at 827.08. having 
recovered from SJ0.12. 

BANGKOK ended lower 
amid press reports that the 
IMF had threatened to with- 
hold part of its support pack- 
age. 

The SET index fell 9.15 or 
1.7 per cent to 52751 in thin 
turnover of Bt2.41bn. Bang- 
kok Bank fell Bt8 to Btll4 
and Thai Fanners Bank 
came off Bt5 to Bt87. 

WELLINGTON pushed 
ahead strongly with the 40 
capital index rising 30.58 or 
12 per cent to 2^2652. NZ 
Telecom jumped 20 cents to 
NZ8.16 in 2.7m shares traded. 

Fletcher Paper gained 12 
cents to NZ3.05 and Lion 
Nathan added 7 cents to 
NZ3.81. 



Compagnie Generate des Etablissements Michelin 
Consolidated results for the first half of 1997 



there was no ave^'.g^npj 
Michelink sales tonnage in these markets ii ' 

Meanwhile in North America, growth was sustained 
shipments by 7% and to stre n gt h en its market positions, j 
success of therapy baeqkBJr Qpodrich tires. 
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hovering around. 
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volume of M ichelin sales increased 5.5% over those for the same period of 


^business despite a noticeable improvement during the second quarter 





period, e n a bling Michelin to increase its total 
truck tires. The improvement was in pan 

deliveries for the period increased by rates 


half of 1996, coinciding with a foil in raw 
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Net sales 
Hading income 
Financial expense 
Ordinary income 
Exceptional expense 
Amortization of goodwill 
Taxes on income 
Share of income of affiliate 
Net income 
of which: Group 
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34,907 
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(803) 
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In these moreboqyre^ 

continued to reduce’ -iunwiE bperatiog costs 
although certain expenses were increased, 
particularly for commercial operations in markets 
with a high growth potential. 

Despite the increase in expenses of a strategic 
nature, traritog, income fertfae.fex* JaSfof 1997 
tpc&d dahpared 
wifethesciss 

Financial qsspeti^^’d-te ftrst half of 1997 was 
FRF635 BtiSipR; and represented 1.7% of net sales 
for the period, ^proportion more than 20% lower 
tbai Ota year ago. reflecting the Groupk improved 
financrii structure. 

Exceptional expense for the period was FRFI4 million, compared;^ 
figure included an exceptional provision set up by the _ 

comm ^ ta i997 - 

million over the Brat half of 1996, following: die 

Gross cash flow was FRF4.27I million, after charging reorganization expanses of 339 mllli nn 

Capital investments for the first half of 1997, including ftnanrioi investments and net of 1 
FRF2.744 million as against 2,240 million in the fitst half of 1996. 

Working capital increased by FRF2.1 billion, this being due to the increase in 

At June 30. 1997 net financial debt was reduced to FRF21.5 billion • ' 
billion, including the conversion of bonds issued in 1988 and 1994* 

1996, had been reduced to 0.9 by the end of the second quarter. 

TRENDS AND OUTLOOK 


ijS>cover the expenses 




The trend in market demand remains generally good: j 
emerging markets. 

Against this backdrop one could expect 
key factors contributing to the Groups 
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America and staying high in 
fear of the favorable development of the 
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MALTA 


A change of government has left many people 
confused about their country’s future direction. 
Dominick Coyle and Godfrey Grima report 

Nation again at 
the crossroads 

T he Maltese archlpel- lowing the adventurous for- reduction of foreign invest- 
ago - essentially com- eign policy of an earlier ment in Malta apd . in the 

prising Malta itself T.ahnnr unvOTnmDnt mhir>h lnnoar farm roiini'o ovnnrt 


T he Maltese archipel- 
ago - essentially com- 
prising Malta itself. 
Gozo and the virtually unin- 
habited island of Comino - 
is s ma ll, a mere 316 sq km, 
but many of its people, and 
even more of its politicians, 
believe their country is still 
pivotal in the geo-political 
balance between Europe and 
north Africa. 

. The Maltese have learned 
from their history, from the 
times when, whichever 
power occupied the island, 
their land at the crossroads 
of the Mediterranean con- 
trolled the trade routes east 
and west. But today there 
are very many Maltese who 
are confused about their sta- 
tus and their future. 

This confusion has been 
compounded with the arrival 
last year of the Labour gov- 
ernment of Prime Minister 
Alfred Sant, following a 
decade of rule and encourag- 
ing economic advancement 
under the broadly right-of- 
centre Nationalist adminis- 
tration of Eddie Fenech 
Adami. His mission then. Mr 
Fenech Adamai said, was To 
anchor Malta to Europe", fol- 


lowing the adventurous for- 
eign policy of an earlier 
Labour government which 
seemed more keen to anchor 
Malta to China, the Soviet 
Union and to nearby Libya. 

hi 1990, Mr Fenech Adami 
turned his sights firmly 
towards Europe and applied 
for full membership of tbe 
European Union In order, he 
said, to erect a signpost to 
Europe, to give the Maltese a 
target at which to aim, albeit 

at some COSt in opening up 
the island's small and under- 
developed economy. 

Mr Sant, has changed all 
that. His first big foreign pol- 
icy decision on taking office 
last October was to freeze 
Malta's ED application, 

while insisting tha t his gov- 
ernment wanted close and 
friendly relations with Brus- 
sels. One or other of his min- 
isters now repeats this asser- 
tion almost daily, as did the 
premier himself in an inter- 
view. 

But the country, and par- 
ticularly the business com- 
munity. feels there is now a 
dangerous vacuum in for- 
eign policy. There are fears 
that this could result in a 


reduction of foreign invest- 
ment in Malta and . in the 
longer term, reduce export 
opportunities in Europe. 

In the first six months of 
tbe current financial year, 
some 70 per cent of Malta's 
total imports came from EU 
countries, -and the EU 
absorbed roughly 56 per cent 
of the country's exports. 
Europe, too, accounts for the 
lion’s share of tourists visit- 
ing Malta, and their expendi- 
ture is vital in plugging the 
deficit in the trade account. 

Mr Sant acknowledges the 
numbers, but he takes a 
different strategic - and 
even economic - view. 
"Unless the Maltese find a 
con tractua J rela t i onsbip 
with the European 
community that recognises 
their dual allegiance and 
sense of belonging - Malta is 
a European island but is also 
a Mediterranean state - a 
relationship that is designed 
to the mutual economic and 
social benefit of both the 
community and Majta, then 
there will always be 
something missing in the 
linkage." 

This pre-election co mme nt 
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■ Area: 316 sq km 

■ Population: 374,718 f1996) ■ Main towns and population p994as) 

■ Languages: Maltese. Engfish, ttalan - VaBetta (capital) 7*53 

■ Currency-- 1 Maltese Sra (LM) Bkkkfcara 21.551 

= 100 oents = 1000 irtte Q® 1 ™ \7.B2B 

Exchange rate: . . Mosta 15.887 

1966 average Si = LM 0.3603 Sterna 13.823 

Septembers 1997 $1 ^ LM 03997 - Zabbar 13.772 

Legislature ’■ Head of state 

UnJcanaral House Of Representatives of Presiteni, elected by the House of 
65 rnairrtbers directly elected on a pUnfity Representatives tor a five-year term; 
basis. Uw constitution provides tor the currently Ugo MBsod BonricJ, who was 
asocation of extra seats shouM one party elected in Aprs 1994 



1996 

Forecast 

1997 

Forecast 

Real GOP growth (annual % change) 

A2 

3.7 

Inflation {annual 9b change In CPQ 

2-6* 

2.7 

Average hearty earnings {anrxial 96 change) 

6.4 1 

rVa 

Unemployment rate |96 of workforce) 

3.7® 

n/a 

Foreign exchange reserves pm) 

1.700 

n/a 

General government deficit (96 of GDP) 

9h 


Ctrrent account balance (Sm> 

-370 

-175 

Exports, fob (Sm) 

1,720 

n/a 

Imports, df (Sm) 

-3.080 

n/a 

Stock exchange market turnover (LMm) 

13.0 3 

35J> 8 


receive a majority of the popular vote but. 
I a minority of seats hn tbe House of 
Representatives 

;■ National elections 


[■ Executive 

Cjtotnet. appointed November 1996, 
headed by tbe prims minister {Allied 
S anti, responsible to parliament. There is 


October 1996; next election due by 2001 currently a Labour Party government 


Trading in government securities (LMm) 6.4 33.7 

Main trading partners (^iare of total trade to world. 1995) 

3&5% ltaiy 

i7*% Gormany |Ef ' l2 - 1% 

90% m France g!&B% 

7.3% H| UK Hm^15£% 

Exports « % 3 08 I'* 0 * .Imports 

2 | Singapore ^ 5.6% 

1 Average weekly wage of worker? covered by coilectiva wage agreements 

2 January - November 3 quarter of year A Actual 

Sources: BU; DatastrawnflCV 


by the then opposition 
leader counted for little, 
since it was widely assumed 
that the Nationalists, with 
their firm commitment to 
Europe, would be returned 
to office. 

They failed by a single 
seat and some 7.000 votes. 
But all Maltese elections are 
close-run affairs. In Malta's 
politics. a one- vote 
parliamentary majority is 
pretty stable, if only because 
it is only one and because 
party discipline generally 
holds. 

The new prime minister 
claims to have his own 
vision for the island’s 
relationship with Europe, 
but his critics retort that it 
is still voiced in generalities, 
and that in any event 
Brussels may not want 
whatever he has on offer. 


THE ECONOMY • by Godfrey Grima and Dominick Coyle 

Higher taxes seem likely 
as state revenues decline 


The cold wind of 
reform may lead 
to utilities having 
their subsidies 
reduced 

Following almost a decade of 
impressive growth, the 
Maltese economy appears to 
be on the turn - and it is not 
just a reflection of the 
economic cycle. 

There is certainly no 
evidence as yet that living 
standards are falling, but 
there has recently been an 
upturn in unemployment 
and. less quantifiably. there 
is a widespread feeling of 
economic uncertainty, 
especially in the business 
community. 

There are two main causes 
for the malaise. Firstly, the 
new Labour government of 
Alfred Sant has reversed the 
long-established foreign 
policy of the previous 
administration and "frozen" 
Malta’s application to join 
the European Union (EU). 
This has coincided with a 
serious deterioration _ in 
public finances, due mainly 
to a significant shortfall in 
budgeted revenue, 
particularly income tax and 
related fiscal payments. 

Leo Brincat, the finance 
minis ter, now expects that 
the government’s current 
account deficit this year will 
represent some 10 per cent of 
GDP. Other independent 
estimates are even more 
pessimistic. 

As part of the programme 
to harmonise Malta's 
economy with EU 
membership requirements, 
the previous Nationalist 
government of Eddie F en ec h 
Adami gradually liberalised 
the country’s trading regime 
and introduced value added 
tax (VAT). 

This has now been 
replaced by a customs and 
excise tax structure which, 
on the basis of returns for 
the first seven months of 
fhig year, seems to have led 
directly to a substantial 
revenue shortfall. 

Direct income tax returns 
are also lower, in part 
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Malta Drydocks a trig drain on funds 


because the discipline 
imposed under VAT has 
been eroded, leaving many 
opportunities for avoidance. 

The overall economic 
situations was not helped by 
a sharp rise in both the 
government’s recurring 
expenditure and also on the 
current account in the 
run-up to last year's general 


election. Not surprisingly, 
the new Sant government is 
blaming its predecessor for 
the deterioration in the 
island’s finances. 

Mr Sant is certainly not 
seeking to conceal the extent 
of the problem, and his 
ministers concede privately 
that blaming the Fenech 
Adami regime is no solution. 


However, the immediate 
approach of the new 
government is to 
over-publicise the “economic 
mess" in order, it is said, to 
prepare public opinion for 
some fairly drastic 
measures, possibly including 
higher taxes, a cutback in 
the subsidies to lossmaking 
state utilities, and probably 
a programme to privatise 
gradually - initially in part 
- some state entities. 

There is already emerging 
something of a consensus 
that Malta's economic 
problems are to a large 
extent structural - too great 
a burden in financing so 
many inefficient and 
overstaffed utilities, 
including Malta Dry docks, 
the Water Services 
Corporation and Enemalta, 
the electricity and gas 
combine. 

Not only are state 
subsidies continuing to rise, 
but many companies in tbe 
state sector are unable to 
meet their tax and workers’ 
social security payments, 
thus adding to the 
government's shortfall in 
revenue. 

The Sant government, 
unlike previous administra- 
tions in Malta, claims to 
have no ideological commit- 
ment to the state sector or 
outright opposition to priva- 
tisation in principle. 

The prime minister him- 
self, with a career back- 
ground as a management 
consultant, is not adverse to , 
drastic changes in economic | 
management. But the “freez- i 
mg" of Malta’s application to | 
join the ED has had a seri- 
ous effect -on business confi- 
dence. and the delay by the 
government in unveiling its 
precise economic policies is 
only adding to the general 
feeling of national uncer- 
tainty. 

Jack Calamatta, of the 
General Workers’ Union, has 
warned the prime minister 
against introducing a wage 
freeze, and Mr Tony Cassar. 
a leading vintner and head 
of the island’s Federation of 
Industry, says he will invest 
abroad if the economic cli- 
mate worsens significantly. 
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Mr Sant wants to craft a 
special relationship with the 
EU. creating an agreement 
that would span 10 to 15 
years. It would be an 
extension of Malta’s current 
association agreement with 
the EU. providing for 
political, economic and, as 
necessary. social 

co-operation. At its core 
would be an industrial free 
trade arrangement between 
the two sides. 

Labour supporters hope 
that Mr Sant will flesh out 
his proposals before too 
long, as indeed do a number 
of embassies in Malta whose 
governments are anxious to 
determine what precisely the 
new government has in 
mind. 

The Nationalists are split 
between those who t hink 
Brussels will not 
accommodate Mr Sant’s 
ideas and others who believe 
that his policy, when it takes 
full shape, may Dot be far 
short of full EU membership. 
Many of Mr Sant's ministers 
privately do not rule out a 
policy U-turn and an 
eventual reinstatement of 
Malta's application for full 
membership, which has been 
“frozen” and not withdrawn. 

The inevitable uncertainty 
over Europe has coincided 


with a deterioration in 
Malta’s economic 
performance, particularly in 
tbe government’s own 
finances where the best 
current estimate for 1997 is a 
deficit of some 10 per cent or 
more of GDP. As with the 
European issue, there is 
something of a vacuum in 


the government’s approach , action be taken. 


to economic management, 
save for recognising the 
extent of the current 
situation, which Labour still 
blames on the previous 
government. 

The charge is not without 
some merit, since the 


Nationalists' management of restriction on some imports, 
the economy in 1995-96 may and higher taxes in the 


have owed more to tbe 
impending elections than to 
the reality of national 
accounts. This was a 
departure from its generally 
prudent ways of earlier 
years, which saw a very 
sharp advance in living 
standards for most Maltese, 
coupled with the injection of 
private sector dynamics into 
the economy. 

There are few signs that 
Mr Sant’s regime plans a 
return to the often 
idiosyncratic socialist 
philosophies of the earlier 
Minloff/BoDDici 
governments. Rather the 
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old-style Labour ideology. 
Mr Sant Is very much "New 
Labour”, winning the last 
election against the odds by 
good presentation of policies 
boned continually by the 
results thrown up by his 
party’s private opinion poll 
soundings, a first for Malta 
in its sophistication. It was a 
personal victory for the 
Harvard -educated Mr Sant. 

What Labour’s current 
private polls are now saying 
is another matter, but it 
would be surprising if they 
did Dot reflect tbe uncertain 
znood in the country. Many 
in the business community 
feel that the constant 
emphasis by ministers on 
the perilous state of public 
finances only adds to the 
general mood of doom and 
gloom. What is needed, they 
say. are firm policy 
announcements, even 
unwelcome ones, to restore 
confidence and show that 
the economy can grow again 
in line with its average good 
performance over the past 
decade. 

What the Malta Federation 
of Industry wants, according 
to its chairman. Tony 
Cassar. is a return to public 
confidence with a better 
“feel-good" factor through a 
reversal of the Nationalists’ 
stance on Europe, a marked 
reduction in the size of 
government, and fiscal 
incentives to permit tbe 
private sector to grow. 

Mr Cassar, like many in 
the private sector, has a 
personal dynamic not always 
found in small island 
economies. The impression 
persists that he and his 
fellow businessmen and 
women can survive and 
succeed in almost any 
environment, except in a 
policy vacuum. The new 
government, too. must sense 
that but the feeling persists 
that too much politics is 
getting in the way. 

The Sant government’s 
first budget last January, 
presented by a finance 
minister who has since 
resigned, was a step in tbe 
right corrective direction. 
But it was inadequate to 
address the government’s 
revenue shortfall, and did 
little to signpost positive 
action to tackle the 
structural problems in the 
economy which are in the 
government’s own domain - 
through tbe bloated public 
sector and the poor 
management of full and 
quasi state corporations. 


danger is that a further 
delay in outlining its own 
detailed programme will add 
to the genera] national 
malaise. Labour apologists 
insist that the immediate 
need is to persuade the 
public that "the economy is 
in a mess”, and that only 
then can tough corrective 


It is not too surprising 
that such a policy vacuum is 
giving rise to all sorts of 
speculation, including tbe 
possibility of a devaluation 
of the currency, a wage 
freeze in the over-manned 
public sector, a possible 


budget planned for 
November. 

There is. however, no 
evidence or even informal 
official guidance for any of 
these suggestions and, given 
the structure of the Maltese 
economy. It is difficult to see 
how a devaluation of the 
currency would help; indeed, 
the contrary would be the 
case, certainly if such a step 
were taken in isolation from 
the structural reforms which 
are necessary. 

It should be emphasised 
that there is no indication 
that Mr Sant and bis 
ministers .are tied to any 
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If your business is seeking to establish 
a presence to Malta or a base for wider 
operations in the Mediterranean 
region, then the Bank ofthDena Group 
of Companies can provide you with 
a wide range of financial services 
designed to help you take advantage 
of the opportunities created by recent 
financial legislation in Malta. 

The Bank of Valletta Group is firmly 
committed to the implementation of 
a relationship banking strategy geared 
to responding.qirickly and effectively 
to the needs of entrepreneurs 
interested in capitalising on the 
business opportunities this fast 
developing region has to offer. 

The Bank of Valletta Group 
successfully maintains strategic 
alliances with partners of international 
repute. Its alliance with Munich Re. 
one of the largest re-insurance 
companies in the world and Middle 
flea Insurance Co. Ltd. effectively 
introduced bancassurance to Malta. 
Bank ofVafletia's entry into the fond 
management field was the result of 
the partnership entered into with 
Rothschild Asset Management Ltd., a 
member of the Rothschilds Group. 

These strategic alliances have enabled 
the Bank of Valletta Group to 
Internationalise its operations further 
so as to respond effectively to market 


conditions in a liberalised financial 
services sector and a globalized 
economy. 

Bank ofValleita is also a member of 
tbe Mediterranean Bank Network 
t'MBN). The Network provides a 
framework for operative alliances and 
joint initiatives between private local 
banks, with an international vision, 
operating In the Mediterranean 
region. MBN is designed to bring 
within reach new markets with 
prospects of new business 
opportunities and new customer 
relationships. 

The Bank of Valletta Group's balance 
sheet totals USD 2.594 bBBon (ECU 23*6 
bffijon) 1 as at 31st March 1997 .The main 
components of the Group are: 

Bank of Valletta limited 
Bank oFValletta Limited is the holding 
company of the Group .With a history 
dating back to 1S09, it Is today a 
licensed credit institution, an 
authorised foreign exchange dealer 
and is a financial intermediary on the 
Malta Stock Exchange. It is licensed 
to conduct investment services 
business and Ls also an authorised 
insurance salesman of Middle Sea 
Valletta Life Assurance Co. Lid. With 
over 16,000 shareholders. Bank of 
Valletta is the largest private company 
listed on the Malta Stock Exchange. 
It operates the largest branch and 


ATM network on the island, as well 
as overseas representative offices in 
Australia, Canada and Italy. 

Valletta Investment Bank limited 
Valletta Investment Bank Limited 
(VIB) is a licensed financial institution 
and operates as the merchant banking 
arm of the BOV Group. VIB specialises 
in developing the necessary funding 
vehicles so as to provide tailor-made 
solutions to meet the needs of each 
Individual customer. 

Bank of Valletta International limited 
Bank ofVallcna International Limited 
CBOVI) provides Offshore and Private 
Banking services io both corporate 
and personal non-resident customers. 
BOV1 is licensed to conduct 
Investment Services Business by the 
Malta Financial Services Centre. 

Valletta Fond Management Limited 
Valletta Fund Management Limited 
CVFM) promotes, develops and 
administers collective investment 
schemes. It is the result of an alliance 
between Bank of Valletta Ltd. and 
Rothschild Asset Management 
Holcfings (Malta) Lid. Bank of Valletta 
Ltd. is the custodian for La Valette 
Funds S1CAV p.l.c., whilst Rothschild 
Asset Management Ltd. is tbe 
investment 3dvisor. VFM is licensed 
to provide investment services for 
collective investment schemes by the 
Malta Financial Services Centre. 


Talk to us. You'll find we speak your language / 

63 Bank of Valletta Group 

httpr/l Www.bov.com 

For farther information please contact: Mr. Anthony R. Darmanin, Deputy General Manager. Banking Operaiions, 
Bank of Valletta Limited, BOV Centre. High Street. Sliema, SLM 16, Malta. Tel (+3961 336224. Fax (+356) 346160. 

'Lm 1.00 is equivalent to USD 2.6285 or ECU 2.2759 as at 31st March 1997 


i % 


--T.- 





V 





Malta 

A change of government has left many people 
confused about their country’s future direction. 
Dominick Coyle and Godfrey Grima report 

Nation again at 
the crossroads 


T he Maltese archipel- 
ago - essentially com- 
prising Malta itself. 
Gozo and the virtually unin- 
habited island of Conuno - 
is small, a mere 316 sq km. 
but many of its people, and 
even more of its politicians, 
believe their country is still 
pivotal in the geo-political 
balance between Europe and 
north Africa 

The Maltese have learned 
from their history, from the 
times when, whichever 
power occupied the island, 
their land at the crossroads 
of the Mediterranean con- 
trolled the trade routes east 
and west. But today there 
are very many Maltese who 
are confused about their sta- 
tus and their future. 

This confusion has been 
compounded with, the arrival 
last year of the Labour gov- 
ernment of Prime Minister 
Alfred Sant, following a 
decade of rule and encourag- 
ing economic advancement 
under the broadly right-of- 
centre Nationalist adminis- 
tration of Eddie Fenech 
Adami . His mission then. Mr 
Fenech Adamai said, was “to 
anchor Malta to Europe", fol- 


lowing the adventurous for- 
eign policy of an earlier 
Labour government which, 
seemed more keen to anchor 
Malta to China, the Soviet 
Union and to nearby Libya. 

In 1990. Mr Fenech Adami 
turned his sights firmly 
towards Europe and applied 
for Full membership of the 
European Union in order, he 
said, to erect a signpost to 
Europe, to give the Maltese a 
target at which to aim. albeit 
at some cost in opening up 
the island's small and under- 
developed economy. 

Mr Sant has changed all 
that. His first big foreign pol- 
icy decision on taking office 
last October was to freeze 
Malta's EU application, 
while insisting that his gov- 
ernment wanted close and 
friendly relations with Brus- 
sels. One or other of his min - 
isters now repeats this asser- 
tion almost daily, as did the 
premier hims elf in an inter- 
view. 

But the country, and par- 
ticularly the business com- 
munity. feels there is now a 
dangerous vacuum in for- 
eign policy. There are fears 
that this could result in a 


reduction of foreign invest- 
ment in Malta and. in the 
longer term, reduce export 
opportunities in Europe. 

In the first six months of 
the current financial year, 
some 70 per cent or Malta’s 
total imports came from EU 
countries, and the EU 
absorbed roughly 55 per cent 
of the country's exports. 
Europe, too. accounts for the 
lion's share of tourists visit- 
ing Malta, and their expendi- 
ture is vital in plugging the 
deficit in the trade account 

Mr Sant acknowledges the 
numbers, but he takes a 
different strategic - and 
even economic - view. 
“Unless the Maltese find a 
contractual relationship 
with the European 
community that recognises 
their dual allegiance and 
sense of belonging - Malta is 
a European island but Is also 
a Mediterranean state - a 
relationship that is designed 
to the mutual economic and 
social benefit of both the 
community and Malta, then 
there will always be 
something missing in the 
linkage." 

This pre-election comment 
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old-style Labour ideology. 
Mr Sant is very much “New 
Labour”, winning the last 
election against the odds by 
good presentation of policies 
honed continually by the 
results thrown up by his 
party's private opinion poll 
soundings, a first for Malta 
In its sophistication- It was a 
personal victory for the 

Harvard -educated Mr Sant. 

What Labour’s current 
private polls are now saying 
is another matter, but it 
would be surprising if they 
did not reflect the uncertain 
mood In the country. Many 
in business community 
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by the then opposition 
leader counted Tor little, 
since it was widely assumed 
that the Nationalists, with 
their firm commitment to 
Europe, would be returned 
to office. 

They failed by a single 
seat and some 7.000 votes. 
But all Maltese elections are 
close-run affairs. In Malta's 
politics, a one- vote 
parliamentary majority is 
pretty stable, if only because 
it is only one and because 
party discipline generally 
holds. 

The new prime minister 
claims to have his own 
vision for the island's 
relationship with Europe, 
but his critics retort that it 
is still voiced in generalities, 
and that in any event 
Brussels may not want 
whatever he has on offer. 


THE ECONOMY • by Godfrey Grima and Dominick Coyle 


Higher taxes seem likely 
as state revenues decline 


The cold wind of 
reform may lead 
to utilities having 
their subsidies 
reduced 

Following almost a decade of 
impressive growth, the 
Maltese economy appears to 
be on the turn - and it is not 
just a reflection of the 
economic cycle. 

There is certainly no 
evidence as yet that living 
standards are railing, but 
there has recently been an 
upturn in unemployment 
and. less quantifiably. there 
is a widespread feeling of 
economic uncertainty, 
especially in the business 
community. 

Then? are two main causes 
for the malaise. Firstly, the 
new Labour government of 
Alfred Sant has reversed the 
long-established foreign 
policy of the previous 
administration and “frozen" 
Malta's application to join 
the European Union iEU». 
This has coincided with a 
serious deterioration in 
public finances, due mainly 
to a significant shortfall in 
budgeted revenue, 
particularly income tax and 
related fiscal payments. 

Leo Brincat. the finance 
minister, now expects that 
the government's current 
account deficit this year will 
represent some 10 per cent of 
GDP. Other independent 
estimates are even more 
pessimistic. 

As part of the programme 
to harmonise Malta's 
economy with EU 
membership requirements, 
the previous Nationalist 
government of Eddie Fenech 
Adami gradually liberalised 
the country's trading regime 
and introduced value added 
tax (VATi. 

This has now been 
replaced by a customs and 
excise tax structure which, 
on the basis of returns for 
the first seven months of 
this year, seems to have led 
directly to a substantial 
revenue shortfall. 

Direct income tax returns 
are also lower, in part 
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Malta Drydocksc a big drain on funds 


because the discipline 
imposed under VAT has 
been eroded, leaving many 
opportunities for avoidance. 

The overall economic 
situations was not helped by 
a sharp rise in both the 
government's recurring 
expenditure and also on the 
current account in the 
run-up to last year's general 


election. Nat surprisingly, 
the new Sant government is 
blaming its predecessor for 
the deterioration in the 
Island's finances. 

Mr Sant is certainly not 
seeking to conceal the extent 
of the problem, and his 
ministers concede privately 
that blaming the Fenech 
Adami regime is no solution. 


However, the Immediate 
approach of the new 
government Is to 
over-publicise the "economic 
mess" in order, it is said, to 
prepare public opinion for 
some fairly drastic 
measures, possibly including 
higher taxes, a cutback in 
the subsidies to lossmaking 
state utilities, and probably 
a programme to privatise 
gradually - initially in part 
- some state entities. 

There is already emerging 
something of a consensus 
that Malta's economic 

problems are to a large 
extent structural - too great 
a burden in financing so 
many inefficient and 
overstaffed utilities, 
including Malta Drydocks, 
the Water Services 

Corporation and Enemalta. 
the electricity and gas 
combine. 

Not only are state 
subsidies continuing to rise, 
but many companies in the 
state sector are unable to 
meet their tax and workers' 
social security payments, 
thus adding to the 

government's shortfall in 
revenue. 

The Sant government, 
unlike previous administra- 
tions in Malta, claims to 
have no ideological commit- 
ment to the state sector or 
outright opposition to priva- 
tisation in principle. 

The prime minister him- 
self. with a career back- 
ground as a management 
consultant, is not adverse to 
drastic changes in economic 
management. But the “freez- 
ing” of Malta's application to 
join the EU has had a seri- 
ous effect on business confi- 
dence. and the delay by the 
government in unveiling its 
precise economic policies is 
only adding to the general 
feeling of national uncer- 
tainty. 

Jack Calamatta. of the 
General Workers' Union, has 
warned the prime minis ter 
against introducing a wage 
freeze, and Mr Tony Cassar, 
a leading vintner and bead 
of the island's Federation of 
Industry, says he will invest 
abroad if the economic di- 
mate worsens significantly. 
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Mr Sant wants to craft a 
special relationship with the 
EU, creating an agreement 
that would span 10 to 15 
years. It would be an 
extension of Malta's current 
association agreement with 
the EU. providing for 
political, economic and. as 
necessary, social 
co-operation. At its core 
would be an industrial free 
trade arrangement between 
the two sides. 

Labour supporters hope 
that Mr Sant will flesh out 
his proposals before too 
long, as indeed do a number 
of embassies in Malta whose 
governments are anxious to 
determine what precisely the 
new government has in 
mind. 

The Nationalists are split 
between those who t hink 
Brussels will not 
accommodate Mr Sant's 
ideas and others who believe 
that his policy, when it takes 
full shape, may not be far 
short of full EU membership. 
Many of Mr Sant's ministers 
privately do not rule out a 
policy U-turn and an 
eventual re-instatement of 
Malta's application for full 
membership, which has been 
“frozen" and not withdrawn. 

The inevitable uncertainty 
over Europe has coincided 


with a deterioration in 
Malta’s economic 
performance, particularly in 
the government's own 
finances where . the best 
current estimate for 1997 is a 
deficit of some 10 per cent or 
more of GDP. As with the 
European issue, there is 
something of a vacuum in 
the government's approach, 
to economic management, 
save for recognising the 
extent of the current 
situation, which Labour still 
blames on the previous 
government. 

The charge is not without 
some merit, since the 
Nationalists' management of 
the economy in 1995-96 may 
have owed more to the 
impending elections than to 
the reality of national 
accounts. This was a 
departure from Its generally 
prudent ways of earlier 
years, which saw a very 
sharp advance in living 
standards for most Maltese, 
coupled with the Injection of 
private sector dynamics into 
the economy. 

There are few signs that 
Mr Sant's regime plans a 
return to the often 
idiosyncratic socialist 
philosophies of the earlier 
Mintoff/Bonnici 
governments. Rather the 


danger is that a further 
delay in outlining its own 
detailed programme will add 
to the general national 
malaise. Labour apologists 
insist that the immediate 
need is to persuade the 
public that “the economy is 
in a mess", and that only 
then can. tough corrective 
action be taken 

It is not too suiprising 
that such a policy vacuum is 
giving rise to all sorts of 
speculation, including the 
possibility of a devaluation 
of the currency, a wage 
freeze in the over-manned 
public sector, a possible 
restriction on some imports, 
and higher taxes In the 
budget planned for 
November. 

There is, however, no 
evidence or even informal 
official guidance for any of 
these suggestions and, given 
the structure of the Maltese 
economy. It is difficult to see 
how a devaluation of the 
currency would help; indeed, 
the contrary would be the 
case, certainly if such a step 
were taken in isolation from 
the structural reforms which 
ore necessary. 

It should be emphasised 
that there is no. indication 
that Mr Sant and his . 
ministers .are tied to any 


feel that the constant 
emphasis by minis ters on 
the perilous state of public 
finances only adds to the 
general mood of doom and 
gloom. What is needed, they 
say, are firm policy 
announcements. even 
unwelcome ones, to restore 
confidence and show that 
Hip economy c*** 1 grow again 
in line with its average good 
performance over the past 
decade. 

What the Malta Federation 
of Industry wants, according 
to its chairman. Tony 
Cassar, Is a return to public 
confidence with a better 
“feel-good" factor through a 
reversal of the Nationalists' 
stance on Europe, a marked 
reduction in the size of 
government, and fiscal 
incentives to permit the 
private sector to grow. 

Mr Cassar, like many in 
the private sector, has a 
personal dynamic not always 
found in small island 
economies. The impression 
persists that he and his 
fellow businessmen and 
women can survive and 
succeed in almost any 
environment, except in a 
policy vacuum. The new 
government, too, must sense 
that, but the feeling persists 
that, too much politics is 
getting in the way. 

The Sant government’s 
first budget last January, 
presented by a finance 
minister who has since 
resigned, was a step in the 
right corrective direction. 
But it was inadequate to 
address the government's 
revenue shortfall, and did 
little to signpost positive 
action to tackle the 
structural problems in the 
economy which are is. the 
government’s own domain - 
through the bloated public 
sector and the poor 
management' of full and 
quasi stale corporations. 
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If your business is seeking to establish 
a presence in Malta or a base for wider 
operations in the Mediterranean 
region, then the Bank ofVailetta Group 
of Companies can provide you with 
a wide range of financial services 
designed to help you take advantage 


conditions In a liberalised financial 
services sector and a globalized 
economy. 

Bank ofVailetta is also a member of 
tbc Mediterranean Bank Network 
(MBNY The Network provides a 


of the opportunities created by recent framework for operative alliances and 


financial legislation in Malta. 

The B ank ofVailetta Group is firmly 
committed to the implementation of 
a relationship banking strategy geared 
to respa ndin&quickjy and effectively 
to the needs of entrepreneurs 
interested in capitalising on the 
business opportunities this fast 
developing region has to offer. 

The Bank of. Valletta Group 
successfully maintains strategic 
alliances with partners of international 
repute. Its alliance with Munich Re, 
one of the largest re-insurance 
companies in the world and Middle 
Sea insurance Co. Ltd. effectively 
introduced bancassurance to Malta. 
Bank of Valletta's entry into the fund 
management field was the result of 
the partnership entered into with 
Rothschild Asset .Management Ltd.. a 
member or the Rothschilds Group. 

These strategic alliances have enabled 
the Bank of Valletta Group to 
imemadonalise its operations further 
so as to respond effectively to market 


joint initiatives between private local 
banks, with an international vision, 
operating in the Mediterranean 
region. MBN is designed to bring 
within reach new markets with 
prospects of new business 
opportunities and new customer 
relationships. 

The Bank ofVailetta Group’s balance 
dieet totals LSD 2.594 bfflion OBOJ 2M6 
bflfion> l asar 31sr Match 1997.Themain 
components of ibe Group axe: 

Bank ofVailetta Limited 
Bank ofVailetta Limited is the holding 
company of the Group. With a history 
dating back to 1809, it is today a 
licensed credit institution, an 
authorised foreign exchange dealer 
and is a financial intermediary on the 
Malta Stock Exchange, it is licensed 
to conduct investment services 
business and is also an authorised 
insurance salesman of Middle Sea 
Valletta Life Assurance Co. Ltd. With 
over 15,000 shareholders. Bank of 
Valletta is the largest private company 
listed on the Malta Stock Exchange. 
It operates tbc largest branch and 


ATM network on the island, as well 
as overseas representative offices in 
Australia. Canada and Italy. 

Valletta Investment Bank limited 
Valletta Investment Bank limited 
CVEB) is a licensed financial institution 
and operates as the merchant banking 
arm of the BOV Group.VIB specialises 
in developing the necessary funding 
vehicles so as to provide tailor-made 
solutions to meet the needs of 
individual customer. 

JBankofWiBeMa faite rnafirmal ThtriteH 

Bank ofYalletta International 
(BOVI) provides Offshore and Private 
Banking services to both corporate 
and personal ooo-residenr customers. 
BOVX is licensed to conduct 
Investment Services Business by the 
Malta Financial Services Centre. 

Valletta Fond Management limited 
Valletta Fund Management Limited 
(VFM) promotes, develops and 
administers collective investment 
schemes. It is the result of an alliance 
between Bank ofVailetta Ltd. and 
Rothschild Asset Management 
Holdings (Malta) Ltd. Bank ofVailetta 
Ltd. is die custodian for La Valerie 
Funds SICA.V p-.Lc., whilst Rothschfld 
Asset Management Ltd. is the 
investment advisor VFM is licensed 
to provide investment services for 
coflccnve investment schemes by the 
Malta Financial Services Centre 


Talk to us. You'll find we speak your language! 

69 Bank of Valletta Group 

http://wwwJx w.rom 

For further information please contact: Mr. Anthony R. Dstrmanln, Deputy General Ma m fT r w. n |,.-„ rv . 

Bank of Valletta Limited, BOV Centre, High Street, Sficma. 5LM 16. Malta. Tel (+356) 33 6224,’ 

'Lm LOG Is cquiraknr to USD 2.6285 or ECU 2 -Z759 as at 31st March 1997 
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• by Godfrey Grima 


THE FREEPORT • by Dominick Coyle 
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causes concern 


Reductions In 
protection ftir 
companies will . 
now be phased 
over seven years 

Malta’s decision to “freeze” 
the island’s application to 
join the European Union 
CEU) is a matter of concern 
to manufacturers based on 
the island. 

The export of assembled 
products, ranging from 
clothing to computer micro- 
chips, is not only a signifi- 
cant . source V of 7 foreign 
e x chan ge earnings. domes- 
tic exports are expected to 
rise py' Lmiam this year to 
Lm580m but also provides 
more 'than 29,000 jobs, more 
thah one- third of the total in 
the entire private sector. 

JoteAttard Montalto, the 
industry minister,, discounts, 
businessmen's fears . He says 
applications for 41 new 
industrial projects have been 
sanctioned by the Malta 
Development Corporation 
during the past six months.' 
SGS- Thomson, the French 
producer of computer micro- 
chips which accounts for 60 
per. cent. of Malta's exports, 
will shortly expand its large 
operation in Malta. 

“Admittedly, people at 
first were hesitant,” says Mr 
Montalto. “But now we are 
back on track. What helped 
was a- decision to extend 1 
incentives, including a 10- 
year tax holiday beyond the 
year 2000.’’ 


There is much to recom- 
mend Malta as invest- 
ment <base. . The island is 
close.;, to EU markets, 
enabLBjg quick delivery; 
labours adaptable; and the 
island?; has state-of-the-art 
. telecommunications links 
with the rest of the world. 

Cheap Labour is no longer 
an option but, given the 
island’s, current economic 
situation, wage increases are 
likely to be modest at least 
in . the short term. Malta 
allows companies- to repatri- 
ate their profits and capital 
should they decide to leave, 
and the island has remained 
largely strike free and politi- 
cally stable for years. 

Malta's economic expan- 
sion, and the contribution - 
made by campanies such as 
SGS-Tbamson, tend to con- 
ceal how vulnerable domes- 
tic industry is to interna- 
tional market forces. 

. Nearly 70 pear cent of Mal- 
tese factories operating for 
the domestic market are pro- 
tected through levies against 
outside competition. The 
previous government had 
promised to start reducing 
protection as from last year, 
but this will now be phased 
over seven years. 

To secure the necessary 
industrial expansion Malta 
must make factories produc- 
ing for the local market 
more competitive. At the 
same time, more export-ori- 
ented projects need to be 
attracted and those already 
in situ encouraged to 
expand. 


One option is to nurture 
small enterprises. Mr Mon- 
talto says most of the 41 pro- 
jects sanctioned recently - 
most of them of Italian ori- 
gin - employ fewer than 10 
people and are setting up 
overseas for the first time. 
Malta Drydocks is keen to 
have private companies join 
in developing some of its 
assets, including a yacht 
repair yard on Manoel 
Island. Into small but profit- 
able commercial concerns. 

There have been calls for 
the government to make 
more clear its strategic poli- 
cies. The previous adminis- 
tration had no written indus- 
trial policy, and many people 
are still Dot sure what effect 
the new government’s for- 
eign and domestic policies 
will have on Industry. 

There is seen to be an 
absence of specialist finan- 
cial institutions, including 
credit finance and trade 
finance facilities from the 
banking system, and 
although the Maltese pro- 
vide a good workforce there 
is a chronic shortage of 
gkiUpri labour. 

In the main, Malta more 
than meets the basic 
demands of investors 
looking for an overseas man- 
ufacturing base. Although 
Malta’s application for entry 
into the EU has been frozen, 
the prime minister is con- 
vinced the creation of a free 
trade zone with the EU will 
make Malta even more 
appealing to foreign Inves- 
tors. 



SGS-Thomson is a key employer in Malta, producing computer microchips 


’ The Government of Malta, through its holding Company Malta Investment Management 
I Company Untied (MIMCOL), is seeking a reputable international casino operator to 
develop and operate for is own risk and benefit rhe Casino and Gaming establishment 
located at the Dragorara. St Julian's, Malta. 

MlMCOLwffl be offering a ten ( 10) year concession for the operation of the Dragonara 
Casino to an experiemsd international casino operator, amendy licenced in at least one 
' principal jurisdktion.The Casino operator must have sufficient previous experience in the 
, management and operation of a major casino. 

■ A Request for Proposals for the Dragonara Casfno wU be tsjved on 22nd September 
1997 and die selection of the successful operator is anticipated by the Spring of 
’ Rreukst for Proposals, which will be ma de waita ble by M1MCOL upon request against a 
oibmitiaJ fee of Lm 1 00 (equivalent to US$275) will inter aDa give ac outfine of the legal 
and regulatory framework of Casino operations in Mata and background information on 
the Draronara Casino at St Jufen's.The Request for Proposals will also give the terms and 
conditions on the basis of which proponents will be expected to bid for the concession 
. and wiH outline the selection process. 

1 Proponents are invited mregbiwthffl- interest to Kd for the con^on m operate the 
S^^Casinobynotlaterthan 1 200 hours of 27th October 1 997. Expression of 
interest should be addressed to: 

& The Chairman, 

Malta Investment Management Company Limited, 
trade Centre. San Gwann Industrial Estate, 

Birkirkara S6N09, Mata. ; 

MMCOL Tel: (+356) 49 79 70 Fax: (+356) 49 95 66 

Upon rKistrat^ interest^ proponenowfll be provided wWiaddbionalesseniy 

ensile them <p subnet pferndprepoaL 

Waracrad Pmoonents should further note dot through a separate and concurrent 
SSrtpCU MIKCOt is also offering two (2), ttfi (10) year casino 

*** esamsd r^ 16 imemational^i^emon. 


Maltese are well 
aware that they 
must offer much 
more than just a 
prime location 

Marin Hxli. chairman of the 
Malta Freeport Corporation, 
taps some keys on his desk- 
top computer and brines np 
on the screen a series of 
little boxes. The picture rep- 
resents ships, their loads 
and hig yard’s cranes. 

In a few m onths ' time, he 
hopes to have even more 
informative boxes, each rep- 
resenting a named crane 
driver. This will be very 
much personnel productivity 
measurement at the chair- 
man’s own desk as he pre- 
pares to make Malta “the 
MpriitPT r flnean transhipment 
hub for the next millen- 
nium”. 

Mr Hili, who comes from 
an established ship- 

ping family, is very much a 
hands-on cha i rman of Malta 
Freeport, an impressively 
modern complex on the 
island’s south coast. He is 
determined to challenge its 
more established rivals in 
what he describes “as a new 
scenario of increased compe- 
tition and reformed shipping 
alliance". 

Maltese are prone to over- 
emphasise their island’s 
strategic position at the 
crossroads or the Mediterra- 
nean. Mr Hih is more practi- 
cal and. in today's shipping 
environment, more realistic. 

Yes. Malta is a logical 
Mediterranean hub, be says, 
but he is quick to point out 
that just about every one of 
his transhipment 
competitors worldwide 
somehow manages to 
produce a promotional/ 
marketing map showing its 
own location as being at the 
centre of the shipping 
universe. 

Location is not enough. Mr 
Hih wants efficiency, state- 
of-the-art technology and a 
highly-skilled, flexible and 
co mmi tted workforce in 



Malta has a deep harbour and strategic position in the Mediterranean. Greater efficiency at the southern coastal Freeport Is a target 


order to win more tranship- 
ment business for Malta 
Freeport on the basis of cost 
and turnaround time. 

The trick is to “see" the 
cargo before its arrives, to 
know in advance the loca- 
tion of individual containers, 
to have news of their end 
destinations, and to plan fast 
storage or immediate tran- 
shipment accordingly. 

Shipowners want their 
vessels turned around in 20 
hours, but 19 would be bet- 
ter. Mr Hali sees nothing 
wrong with 18 hours as a 
target for certain sizes of 
ships, and he is busily shap- 
ing Malta's Freeport to get 
there. In the often sleepy 
and incompetent world of 
many of the island's state 
companies, the Freeport 
almost exudes fresh air. 

The track record of growth 
since its operations started 
in 1988 has been impressive. 
Transhipment throughput 
measured in conventional 
TEUs (twenty-foot equiva- 
lent units) doubled between 
1992 and 1994 and was some 


50 per cent higher again last 
year at 515,000. an increase 
of more than 15 per cent 
over the previous year. Over- 
all, the number of container 
vessels handled in 1996 
totalled almost 1.400. 

The site is now being 
expanded, and the “Terminal 
Two” project is already well 
under way. Mr Hili and his 
senior management team 
know that in anything relat- 
ing to the increasingly com- 
petitive shipping business, 
standing still means losing 
business. 

It can be lost on the basis 
of cost, but sometimes 
because shipping companies 
make new alliances. A tran- 
shipment port can often lose 
out if a new partner to an 
alHanro an allegiance or 
a better deal elsewhere. 

But new business can be 
won if the price and the ser- 
vice are right The so-called 
“Grand Alliance”, taking in 
Nippon Yusen Kaisha 
(Japan), Neptune Orient 
Lines (Singapore) and Hap- 
ag-Lloyd (Germany), gave 


the Malta Freeport a test run 
early last year. By August it 
had confirmed the consor- 
tium's commitment to Malta 
as “it offers the best opera- 
tional service for its Mediter- 
ranean transhipment 
requirements". 

The port’s allied 
operations, including its oil 
storage capacity, office leas- 
ing facilities, integrated 
advisory services and a con- 
ference centre, all combine 
to provide a balanced pack- 
age. There is the occasional 
hiccup from the workforce, 
but Mr Hili claims that 
industrial relations overall 
are good. 

He makes no secret of the 
fact that be would like to 
negotiate a “no strike” 
agreement with his workers, 
if only to prevent the occa- 
sional stoppage, often over 
more shadow than real 
industrial relations sub- 
stance - such as the recent 
problem over a partial break- 
down of air-conditioning 
facilities in a couple of 
cranes. 


Mr Hili is less forthcoming 
on his longer-term ambitions 
for the Freeport, but he 
leaves the impression that 
there could and should be a 
role for the private sector in 
its operations and develop- 
ment. Privatisation is not 
yet on the public agenda of 
the Labour government, but 
minis ters acknowledge the 
serious state of public 
finances at present and 
insist “that nothing is ruled 
in or ruled out". 

The Malta Freeport is 
unlikely to be first in the 
queue in the event of the 
government changing its 
present stance, but it is cer- 
tainly up front in terms of 
efficiency and the quality of 
its management 

Meanwhile, Mr Hili would 
like to spread his net a little 
wider; like the growing alli- 
ances in world shipping, he 
is exploring the possibility of 
Malta Freeport establishing 
some co-operative or even 
deeper relationships with 
one or more Mediterranean 
ports. 


A Quick Course in 
Lateral Thinking* 
for Decision Makers. 
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“In our type of 
industry, people have 
always stuck to a 
mainland location!” 


“Malta could 
be the Island of 


“What about a 
manufacturing 
base in a strategic 
location in the heart 
of the Mediterranean, 
one with a developed 
infrastructure 
and a trained 
English-speaking 
workforce?” 
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MALTA DEVELOPMENT CORPORATION 


Malta Development 
Corporation 

Postal Address: 

P.0. Box 571, Valletta, 
CMR 01, Malta. 

Head Office: 

Mriehel QRM 09, Malta. 
Tel: (+556) 497265 
Fax: (+556) 448966 

E-Mail: 

mdc@maltaneLomnes.net 


• Lateral Thinking for Management (Penguin Books - 1990) - Edward de Bono, born in Malta. 
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TOURISM • by Dominick Coyle 


Opportunities and challenges 


*{ ’'■'h 


Infrastructure is 
in need of urgent 
overhaul if this 
key industry is 
to thrive again 

Income from tourism is the 
lifeblood of Malta's economy, 
and each year it goes a long 
way towards plugging the 
growing deficit on the 
trading account- 

Tourism earned an 
estimated Lm 22 $m last year, 
when Malta had a trade gap 
of some Lm2Sim. But, 
ominously for the island, the 
number of tourist visitors 
declined in each of the past 
two years in the face of 
recessionary pressure in 
much of Europe and 
competition from other 
holiday destinations. 

The situation is worrying 

for Malta but not yet 
desperate, and preliminary 
figures for the first eight 
months suggest that the 
□umber of visitors this year 
will be back to the 1994 level 
of 1.17m. 

The setback in recent 
years has stemmed primarily 
from a decline in tourists 
from the UK. In each of the 
three years 1992-94 the 
number of British visitors to 
Malta exceeded balf a 
million: last year the total 
was fewer than 400.000. 
although the industry 
expects a rebound this year. 

Total arrivals in the first 
six months of 1997 show an 
increase of almost 6 per cent, 
with UK arrivals up an 
estimated 7 per cent and 
those from Germany - 
Malta's second largest 
catchment market, up 17 per 
cent. 

The challenges facing 
Malta's tourist industry are 
formidable. Alfred Sant, the 
prime minister, wants to put 
a high priority on tourist 
development, and he is on 
record as setting an annual 
target of 1.9m visitors, albeit 
without a defined time scale. 
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The vvafled city of Mdina: This was the fast capital of file Knights of St John after their retreat to Malta in 1530 from the Turks’ onslaught on Jerusalem and Rhodes 


Karmenu Vella, the 
tourism minister, is making 
somewhat less optimistic 
noises, indicating a 
medium-term target of 
around l.4m. Even this is a 
tall order for a small island 
resort operating in a fiercely 
competitive global market, 
and with growing numbers 
of European tourists turning 
increasingly to long-haul 
destinations and more exotic 
and adventurous locations ,in 
the Americas and Asia. 

Mr Vella says he is atc<u^ 
of the extent of the 
challenge, and he f&dfWy 
acknowledges 
island's infrasttweture and. 
indeed, its ar'wSui tourist 
product wHifofed to be 
updated :md re-focuseddf 
Malta is to attract aoo 
accommodate a substantial 
increase in the. number of 
tourists. 

Working parties drawn 
from the government and 
industry are studying the 


main implications of such an 
expansion. On the agenda 
are which markets to target 
and. more importantly, a 
re-examination of the 
island's whole tourist 
product 

The objective is not so 
much to downgrade Malta's 
traditional sun, sea and 
.gome sand appeal, but to add 
to it specialist niche 
activities such as water 
sport^xploitafidh of the 
isioi^Ts histoj^l heritage. 

^ditetumM^miises, and 
as a making 

fltJBmr 

y&'rffiL bd 
f tfr»§rt>bieflfls, - 
^qspnkpg to V^hstan Zahra, 
president pfjhe island’s 
•hotels and. restaurant 
association and himself the 
head of the large Island 
Hotels group. 

The issue, says Mr Zahra. 
is not so much 
accommodation, but 


utilising it fairly evenly 
throughout the year. "If that 
can be achieved we will have 
sufficient bed capacity, 
especially when the new 
Hilton complex becomes 
available before the end of 
the century," he says. 

The tourism minister is 
also looking at the prospects 
of a wider regional approach 
to tourist promotion in the 
Mediterranean. He 
appreciates that Malta as a 
sole stop will’ not attract 
many long-haul travellers 
from, say:' North America 
and A$ia, but co-operation - 
.perhaps/With Cyprus and 
Sicily -i could produce an 
attractive and varied 
“package. 

Such a venture would 
require action in the airline 
industry, arranging new 
landing rights and perhaps 
forging new alliances. 

Mr Vella is already looking 
at Air Malta, the national 
carrier. Its greater emphasis 


in recent years on scheduled, 
rather than c hart er business 
is being reversed, and there 
are suggestions it should 
have more flights from 
regional airports in the main 
target markets rather than 
concentrating on essentially 
business centres, such as 
Frankfurt, Paris and 
London. 

Meanwhile, there are 
many thing s to be done on 
the ground. 

A tourism training school 
in St Julian’s is helping with 
the provision of good 
recruits for the hotel 
industry, but service does 
not appear to be part of the 
Maltese culture. Staff are 
certainly friendly hut service 
can often be slow, and 
sometimes downright 
indifferent Promoters of 
tixneshare d eals in 
apartments are often 
aggressive, and different 
general retail prices for 
residents and tourists are 



Malta's Banking Flagship 



Drawing upon 

a professional heritage that dales back to 1 882 and 
the founding of the Anglo-Egyptian Bank in Malta, the Mid- Med 
Bank Group is today, undoubtedly, Malta's largest banking organisation. With 
a Group asset base that currently exceeds US$2.7 billion and a loan portfolio that 
accounts for US$1.5 billion, Mid-Med’s reputation for excellent and professional 
service remains one of it's most significant hallmarks. • Mid-Mod Bade United 
is the flagship of the Group and it's commercial and investment banking activities 
dominate a vigorous and highly competitive marketplace. The Bank operates over 50 
branches and offices throughout Malta and Gozo, together with representative offices in 
Canada and London. Plans are currently underway to expand Jfos overseas network. Mid- 
Med Bank provides a comprehensive range of products >£S«. services to its private and 
corporate customers. The London-based European Credit- fcctffng Agency (1BCA] have also 
carried out an independent assessment of the Bank's 1 Srtandwi position and awarded them a 
rating which was at the top end of the scale for a Banfctfie.&mof Mid-Med, operating in an 'A' 
rated country like Malta. • Mid-Med Bank (O vers eas} limited provides a one-stop 
ond professional, yet personal, service to private and ootporafe. customers. The avcrilablltty 
of a comprehensive range of accounts represents a core of our services. 

• Mid-Med Finance Limited is the merchant 
and investment banking arm ot the Mid-Med Bank Group and was set up with the specific aim of 
providing alternative funding vehicles to complement conventional' leading products. The Company is 
geared to encourage and support viable entrepreneurial initiafives at all levels. • Tri-Med Fvnd 
Management limited - Mid-Med Bank has recently entered, info a joint venture with Deutsche 
Fonds Holding GmbH (DFH), a Deutsche Bank subsidiary, and another food bank to form Tri-Med Fund 
Management Limited. Tri-Med offers a number of investment portfolios cfod_ Mi d-Med's shareholding in 
this Company amounts lo 49%. • The MidMed Bank Group al& Incorporates twq other subsidiary 
companies, namely. Lobembvs Bank Limited, a Bank which deck tfl 'personal house loans and 
Mid-Med Life Assurance Company Limited. -t.A- A . •/£> 
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The Company Secretary, 

Mid-Med Bonk Limited, 

233, Republic Street, Valletta VLT 05, Malta. 
Tel: +356 48571 3 Fax: +356 489425 



Mid-Med 


BANK 



not unknown. 

The authorities are 
beginning to take some 
action. The relatively new 
and functional airp o r t 
terminal has often 
represented a bad first 
impression for visitors, with 
some taxi drivers taking 
advantage of first-time 
visitors. A new system is 
now being put In place, with 
fixed fares to designated 
zones in the island through 
coupons purchased at either 
the airport or seaport. 

Malta has traditionally 
been the target of warring 
factions. The long list of its 
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colonisers includes the 
Phoenicians, Romans, 
Byzantines, Arabs. Normans, 
the Knights of St John, the 
French and, finally, the 
British. The island baa lived 

with and accommodated 
Hwm an, albeit sometimes 
reluctantly - 

The challeng e now, given 
the vital contribution that 


tourist revenue plays in the 
economy, is to expand and 
diversify considerably 
Malta's tourist appeal, while 
maintaining a firm hold OQ 
the industry’s cost structure 
and increasing its market 
share of the global tourist 
industry. Small incremental 
additions to basic facilities 
may prove to be insufficient. 


THE FINANCIAL CENTRE • by Godfrey Grima 

Sound reputation 
is a high priority 


Strict regulations 
are enabling 
Malta to target 
and attract 
quality business 

Progress at Malta's Financial 
Services Centre (MFSC), 
opened in 1994 as tbe 
island's sole regulatory 
authority for financial ser- 
vices, has been steady rather 
than spectacular. 

It is modelled on tbe Lnx- 
umbourg/Dnblin pattern of 
tough regulatory controls 
and the provision of a range 
of locally-available inte- 
grated services covering 
such areas as taxation, com- 
pany document imaging and 
archiving, accountancy ser- 
vices and access to global 
business information sys- 
tem. In essence it is a "one- 
stop centre". 

Tbe Maltese operation has 
trod cautiously even at tbe 
expense of seeming to be 
making haste slowly. Profes- 
sor Joe Bannister, chair man 
of the MFSC, insists that his 
centre rejects the “brass 
plate" business, operations 
with little or no local pres- 
ence other than registration 
with a lawyer. 

He stresses that Malta is 
only interested in attracting 
established financial players, 
whether banks, insurance 
companies, fund manage- 
ment services, or custodian 
operations. 

He emphasises that, in 
this hugely competitive 
industry, Malta does not 
want to foQow the example 
of some rival centres where 
under-regulation has led to 
some questionable 


operations being set up- 

Professor Bannister says 
the Maltese operation is 
based on the sound founda- 
tions of good enabling legis- 
lation. sound regulations, 
high technology services, 
efficient communications - 
especially digital networks 
far computer feeds in sup- 
port of back office operations 
- and a good supply of well- 
educated potential employ- 
ees. 

The two main domestic 
hanVg Bank of Valletta and 
Mid-Med Bank, have quickly 
exploited the potential, and 
the tax concessions, on offer. 
Foreign banks, too, are 
becoming more in evidence. 

The MFSC is anxious to 
extend trust company 
operations, and It sees great 
potential in fund manage- 
ment and custodian activi- 
ties. Already there are 
almost 100 trusts, and a total 
of 1,401 companies - mainly 
non-trading offshore con- 
cerns - are operating from 
Malta. 

Registrations last year 
included two offshore and 
two onshore banks. Foreign 
banks operating directly or 
through asset management 
subsidiaries include Ger- 
many’s Deutsche Bank along 
with the UK’s Barclays and 
Midland banks. Activity in 
the insurance sector is brisk. 

Malta has more than two 
dozen double taxation agree- 
ments in force with coun- 
tries such as tbe UK, France, 
Germany and Canada, and 
more are under negotiation. 

The centre hosts compa- 
nies incorporated in various 
ways: international trading 
companies, which can be 


good tax efficient vehicles 
for non-resident sharehold- 
ers; international holding 
companies: credit and finan- 
cial institutions; and invest- 
ment services companies. All 
pay tax at an Initial rate of 
35 per cent, but this can be 
reduced by a number of 
qualifying concessions. All 
such companies are required 
to file annual returns which 
are open to public scrutiny. 

Collective Investment 
schemes which are not unit 
trusts are tax exempt, while 
investment services compa- 
nies enjoy tax reliefs on 
building occupancy costs 
and on salaries paid to Mal- 
tese staff for 10 years. For- 
eign employees are not taxed 
on benefits. Trusts pay a flat 
annual Lm200 tax but .no 
death or stamp duties are 
charged on property. 

The bulk of legislation 
enacted in 1994 brought taxa- 
tion, hanking, the insurance 
business, financial institu- 
tions and investments in line 
with EU and other interna- 
tional regulations. Money 
laundering, insider dealing, 
and breach of professional 
secrecy are all considered 
serious crimes in Malta. 

The establishment and 
development of the MFSC 
has enjoyed enthusiastic 
bipartisan support in Malta’s 
parliament Both parties see 
it as having major potential 
benefits for the domestic 
economy, and each is aware 
that a bipartisan approach is 
essential to reassure foreign 
companies that the extensive 
range of fiscal and other con- 
cessions on offer will not be 
put at risk by a change of 
government 
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MOSCOW AS A BUSINESS CENTRE 
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As Moscow celebrates its 850th birthday, 
dreary Soviet -days are a dim memory and 
Russian leaders are hopeful that the city’s 
astonishing transformation will spread to the 
rest of the country, says Chrystia Freeland 


First fruits of a 
Russian rebirth 


The enormous red and white 
banners draped across 
Moscow streets to mark the 
city's 850th jubilee rnaya a 
remarkable declaration: 
“Who has not been to 
Moscow has not seen 
beauty!” Just a decade ago, 
this declaration would have 
seemed absurd. Plagued by 
day-long queues for goods as 
ordinary as soap or sausage, 
the dreary Soviet capital was 
an international byword for 
grey oppression. 

Ten years later, it may be 
stretching -it to Insist 
Moscow is the aesthete's uii- 
mate destination. But, even 
so, the city’s transformation 
is astounding. Soviet short- 
age has been replaced by 
capitalist excess, as queues 
have given way to a prolifer- 
ation of designer boutiques, 
$200 a head restaurants and 
streets choked with stretch- 
Kmos and dark Mercedes. 

And stiff Moscow has 
become fun. swiftly emerg- 
ing as a mecca for the hedo- 
nistic pleasures its Soviet 
masters used to denounce - 
at least in public - as bour- 
geouis decadence. The city is 
packed with casinos, where 
nouveaux riches Russians 
casually lose a few thousand 
dollars in an hour’s play, 
and nightclubs with $50 
cover charges and ladles 
whose company costs consid- 
erably more. 

Indeed, at least for a lucky 
elite, the former capital of 
world communism is so 
awash with money that 
some worried parents are 
sending their children to 
posh western private schools 
lest they become spoiled by 
Moscow's extravagance. 


“You. know, in Moscow, 
$100 a day Isn't even real 
money," complained Masha, 
the wife of one of Russia's 
most prominent television 
journalists. "We want our 
son to learn the value of 
money and he can’t do it 
here.” And so, to teach her 
12-year-old the virtues of fru- 
gality, this autumn Masha 
plans to send him to 
Andover, one of the US's 
poshest prep schools. 

To be sure, only a tiny 
minority of Moscow’s nearly 
9m residents has grown rich 
enough to view the Ameri- 
can way of life as a model of 
low-spending self-restraint. 
But Moscow is also gradu- 
ally learning to cater to the 
more modest demands of its 
fledgling middle class. 

Although lack of competi- 
tion means prices are too 
high, after decades of short- 
ages, it is now earner to buy 
staple foods and drinks at 
any time of day in Moscow 
than in many European 
cities, thanks to a prolifera- 
tion of 24-hour convenience 
stores. Russian banking, 
once a complex, bureacratic 
experience, is being trans- 
formed by ATM machines. 

Muscovites have started to 
take foreign holidays and 
Russian tourists, who help 
finance their trips by stock- 
ing up on cheap consumer 
goods, are so commonplace 
in Turkey that mapy mer- 
chants post signs in Cyrillic. 

“This is the only city in 
Russia which has reached, in 
some spheres of the con- 
sumer market, European 
standards,” says Kakha Ben- 
dnkidze, a biologist turned 
entrepreneur, over lunch at 
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Angelicos, one of the capi- 
tal’s chic restaurants. “You 
mn buy practically anything 
- there are homes and apart- 
ments In Moscow which do 
not suffer in comparison 
with other European capi- 
tals. You can eat in excellent 
restaurants like this one 
and, sitting here and looking 
around, you mig ht think 1 
could be anywhere in 
Europe’.” 

For the Russian leader- 
ship, which has coaxed the 
nation through more thaw 
six years of painful market 
reforms, Moscow’s buzz is 
promising. Cabinet minis- 
ters, who this month pre- 
dicted the Russian economy 
was on the brink of growth 
after nearly a decade of 
severe decline, are hopeful 
that Moscow’s boom is a 
forerunner of the economic 
rebirth of the country as a 
whole. 

Yet the real hero of 
Moscow's revival is not the 
Kremlin, but city halL Yuri 
Luzhkov, the capital's pug- 
nacious mayor, has won the 
adoration of Muscovites and 
a national reputation by con- 
vincing Russians that the 
city’s prosperity and high 
spirits are the fruit of wise 
local governance. 

A tough political boss with 
an engineering background 
who worked his way up 
through the city bureau- 
cracy in the Soviet era, Mr 
Luzhkov is in many ways 
the antithesis of the western- 
ised. technocratic reformers 
who dominate the Russian 
government at the federal 
level. 

In contrast to the classical 
liberal economic views and 







■jTfte newfec^s 
i^of Mo 
-fS'it cel- 

fij&a'.nni 



j, • • • *'••• * V. b 



/ ■ / ^ 


UfXQgCKAg 

■i- 


elitist persona of politicians 
such as Anatoly Chubais, 
first deputy prime minister 
and architect of Russian 
market reforms, the Moscow 
city boss has a popular 
touch and a predilection for 
state intervention in the 
economy. Yet Mr Luzhkov is 
no communist throwback . 
Instead, the popular Moscow 
mayor represents a different 
more state-dominated way 
forward for Russia as a 
whole. 

Mr Luzhkov's political 
credo was captured in the 
mayor's recent autobiogra- 
phy. “TO apply here, in Rus- 
sia, a method of economic 
shock thought up some- 
where in the west... could 
only occur to theoreti cians 
far removed from everyday 
life,” Mr Luzhkov wrote, in a 
reference to the “shock ther- 


apy” approach advocated by 
the federal reformers. 

"The Russian being has 
always counted on the gov- 
ernment” the mayor contin- 
ued. “In his relationship 
with authority there has 
always beeen something fil- 
ial, kindred. To break that 
tradition would mean to 
force upon the people not 
reform but betrayal.” 

Naturally, Moscow's home- 
grown ideology has brought 
frequent clashes with the 
federal government notably 
over privatisation and recent 
plans to increase utility 
costs. 

But as Moscow turns into 
a boom town while much of 
the rest of the country is 
still trapped in post-commu- 
nist depression, Mr Luzhkov 
seems increasingly confident 
of finding personal vindica- 


tion in the capital’s success. 

As Mr Luzhkov put it in a 
recent interview with the 
Financial Times, “we are 
going on a different path. A 
much more logical, correct 
and effective path. And 1 can 
tell you, absolutely and cate- 
gorically, that we have 
advanced further in market 
transformations than any 
other Fegion of the Russian 
federation”. 

Mr Luzhkov's impassioned 
advocacy of the Moscow way 
of governance is not just for 
the sake of argument. 
Increasingly, the mayor 
seems intent on using the 
capital's success as a cata- 
pult into the Kremlin. Over 
the past few months. Mr 
Luzhkov has been steadily 
cultivating a national image. 

He travels to foreign capi- 
tals and speaks out on emo- 


tive nationalist issues such 
as the war with Chechnya 
(he was opposed to a “humil- 
iating” peace) and the Cri- 
mea (he thinks Sevastopol, 
currently part of Ukraine, 
should be cl aime d by Rus- 
sia). 

The mayor's self-publicis- 
ing efforts reached a grand 
climax this month, with an 
elaborate $60m celebration of 
Moscow’s 850th anniversary 
that served to broadcast the 
story of the city’s success to 
all of Russia. 

Always a cautious politi- 
cian, Mr Luzhkov steadfastly 
denies that these steps are 
the beginnings of a bid for 
the presidency. But Moscow 
observers are unconvinced 
by the mayor’s modesty. 

“He is obssesed with the 
idea of being president and 
is doing everything he can to 


reach that goal,” says And- 
rei Piontkovsky, head of the 
Moscow-based Centre for 
Strategic Studies. 

“All of his actions show he 
is reaching for the Kremlin 
- not just the loud Moscow 
anniversary celebrations, 
but also his constant involv- 
ment in issues beyond 
Moscow.” 

If the Kremlin is Mr Luzh- 
kov’s goal, he is well-pre- 
pared to reach it Alone of 
the potential contenders far 
the Russian presidency, the 
Moscow mayor controls Ms 
own national television 
channel, the city -owned Cen- 
tre TV, a vital weapon in 
Russian electoral politics. 
Another strength is the 
backing of the politically 
and financially powerful 
Moscow city machine. 

Continued on page 10 
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§ istema Joint-Stock Financial Corporation was one of the first 
holding companies which emerged in 1993 as a result 
of the national privatization program. 

Within a period of four years the Corporation has established 
itself today Sistema JSFC participates in more than a hundred 
enterprises in 12 Russian regions anp abroad. 

Among them there are major Moscow enterprises and 
companies: Zelenograd electronic industry complex, JSC Mobile 
TfcleSystems, the oldest travel company VAO Intourist, 

JSC Detsky Mir, Businovsky meat-processing plant, etc 

At present nine business areas are of priority for 
the Corporation. 

These are: telecommunications, microelectronics and 
informatics, oil and oil products, construction and real estate, 
finance and insurance, trade, food Industry and regional 

development. 

Over 30 thousand employees work at the Corporation’s 
enterprises, which is a considerable contribution into the social 
policy as it helps to solve the problem of employment in 
the Russian capital. 

The key focus for Sistema JSFC is to find investments for the 
enterprises, . and the Corporation is quite efficient in realizing 
this goal. 

Within 4 yea is we have invested about 354 million dollars into 
our projects, the total value of projects under implementation 
is 1,680 million dollars. 

in 1996 aggregate capital constituted 693-5 million dollars, 
up 13-2 times compared to 1994. 

Total assets exceeded 1 billion dollars and grew 5.7 rimes 
compared to 1994. 

This enabled the Corporation to start joint activities with major 
investment banks and companies, such as ING Barings, 
Deutsche Morgan Grenfell, CSFB, Brunswick, etc 

Efficient implementation of major projects brought 
Sistema JSFC a reputation as a reliable partner and enabled 
the Corporation to be nominated as an authorized body 
of the Governments of Moscow and the Russian Federation 
on a whole range of industrial and financial issues. 


Within four years the Corporation managed to concentrate 
considerable hinds and attract solid partners for the realization 
of its projects. 

Sistema JSFC cooperates with ABB and Ericsson concerns. 

In cooperation with GoldStar the Corporation produces 
TV-sets. 

Samsung, Bovis International Ltd. take an active pan in 
the Corporation’s construction projects. 

When developing its projects Sistema JSFC works in close 
cooperation with leading consulting and audit companies, such 
as Deloirte & Touche. 

Success of a comparatively young but rapidly growing Sistema 
JSFC speaks of the fact thar Moscow has created a favorable 
investment climate which positively influences the 
development of the city’s infrastructure and enables it to solve 
its social and economic problems. 


JOINT-STOCK FINANCIAL CORPORATION 
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CONSOLIDATED BALANCE SHEET 

(in tniliitm of US SI 

1221 

ASSETS 

I. NONCURRENT ASSETS 

Intangible assets 0.2 

Tangible assets 506 

Construction in progress 15.0 

Long-term financial invesrments 1 1,8 

TOTAL nonniirem assets 77.6 

II. CURRENT ASSETS 

Inventory 22.4 

VAT on purchased materials 2.3 

Accounts receivable 45.8 

Short-term financial investments 4-8 

Funds available 20.6 

Other current assets 2.0 

TOTAL current assets 97 S 

TOTAL ASSETS 175-5 

LIABILITIES & CAPITAL 

M CAPITAL & RESERVES 

Share capital 1.2 

Additional capital 51-4 

Reserve capital - 

Accumulation funds & social security Fund 0.4 

Special purpose financing 3.0 

Previous years retained earnings 7.4 

Undistributed profit of the current year 1.1 

TOTAL capital Sc reserves 64.5 

IV. LIABILITIES 

Loans 41-2 

Accounts payable 44.0 

Deferred revenue 23.7 

Other liabilities 2.1 

TOTAL liabilities 111.0 

TOTAL LIABILITIES & CAPITAL 175-5 

CONSOLIDATED INCOME STATEMENT 

tm imiUcns of US Si 

1994 

Revenues 98.4 

Cost of goods sold 74.5 

Commercial & administrative expenses 
Gross rnonr/fiossi 23-9 

Other operating income 2 2.6 

Other operating expenses 27.0 
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PROPERTY • by Charles Clover 

Thoroughly 

modern 

metropolis 


ECONOMY • by Chxystia Freeland 
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The new free 
market economy 
means demand 
for quality office 
space is intense 

In Marnwh Square outside 
the walls of Moscow’s Krem- 
lin, tanks used to assemble 
for the annual May Day 
parade. But neat May, sober 
tank commanders may have 
to vie for space with eager 
shoppers flooding into a 
huge underground mall 
s chedu led to open there this 

autumn. 

The Manftgh Square proj- 
ect is the flagship of 
Moscow’s property develop- 
ment boom, first heralded a 
few years ago by the appear- 
ance of huge cranes on the 
hnHgnrw; of the city, hi addi- 
tion to retail space, the tran- 
sition to a capitalist econ- 
omy has created a need for 
western-quality office space, 
and the market for the top- 
end of these two commodi- 
ties is booming. Timothy 
Fenwick of UK pro pert y firm 
Jones Lang Wootton esti- 
mates that roughly $lbn per 
year changes hands in rent 
for the western standard 
properties in Moscow, and 
this can only go up. 

While communism was 
much maligned for Its large 
and inefficient bureaucracy, 
it was streamlined compared 
to capitalism, and property 
developers are cashing in on 
the commercial office space 
required for the armies of 
salesmen, lawyers, invest- 
ment bankers, and accoun- 
tants that keep the economy 
humming along. 

“Historically, take a Dow 
Chemicals-type company," 
says Preston Haskell, gen- 
eral director of HIB, a 
Moscow real estate com- 
pany. “They only had to do 
deals with one man in 
Moscow, so they might sell 
all their products through 
one salesman. He didn’t need 
to be here 10 months out of 
the year. and when he was, 
all he needed was a rep 


office, a lot of Vodka, and 
access to a good banya 
[sauna]. Now the same com- 
pany needs 25 people here to 
get the same sales volume. 

“Five years ago, the multi- 
nationals were setting up 
rep offices to bring in a 
chairman or impress a Rus- 
sian banker,* says Mr Fen- 
wick. “Now they are setting 
up back offices with large 
numbers of employees. They 
need to think about the effi- 
ciency of their space.” 

Moscow has 10m sq m of 
office space, of which 
lmsqm are of intanatinnal 
standard, says Mr Fenwick. 
This limited supply has met 
high demand as westers 

firms move ill tygpariri , 
For instance, all big six 
accounting firms have 
moved at least three times, 
and Price Waterhouse, with 
the largest presence in 
Moscow, recently moved into 
12,000 sqm building. 

Retail shops are also 
starting to coalesce into 
shopping districts along 
Arbat and Tverskaya streets. 
“A few years ago, a new 
shop was such a phenome- 
non, you could open it any- 
where," says Mr Fenwick. 
“But now location matters." 

Under pressure from 
demand, primarily from 
western companies, prices 
peaked in 1994. A few leases 
were signed at $900-$1000 per 
sqm, though rents have now 
stabilised at $750- $800 per 
sqm, says Mr Fenwick, as 
more development and pri- 
vatised properties soak up 
some of the excess demand. 

Privatised space is coming 
on to the market, but not 
sufficiently quickly. Yury 
Luzhkov, the mayor of 
Moscow, several years ago 
signed a decree creating 
guidelines for apartments 
and other properties to be 
privatised, but the process 
has proved slow, and accord- 
ing to Mr Haskell, privatised 
spaces have had only a mar- 
ginal effect on rents. 

“The city has taken the 
approach not to let go of 
p roperty because they want 
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to see rents high," he says. 

The boom in Moscow prop- 
erty is all the more remark- 
able because it largely unfin- 
anced by banks. Russian 
banks until now have been 
investing most of their 
money into short-term gov- 
ernment securities, and 
there has correspondingly 
been a lack of finance for 
long-term projects such as 
property development 
“The big problem is a lade 
of finance,” says Mr Fen- 
wick. “There is no mortgage 
money, and few foreign 
Investment groups are 
looking at real estate.” 

To plug the gap, re n ters 
have been financing the pro- 
jects themselves. “Most of 
these buildings are 100 per 
cent equity financed. The 
lack of bank finance was 
filled by upfront rental pay- 
ments,” says Mr Haskell 
With yields on government 
securities below 20 per cent, 
hanks want higher yielding 
and longer-term invest- 
ments. But legal hurdles 
remain in the way offending 
to developers. Bankers are 
unhappy with a mortgage 
law, for ATampiP, giving gov- 


ernment creditors, not bank- 
ers. first access to assets of 
defaulting borrowers. 

Mr Fenwick estimates 
about 75 per cent of the 
demand for high-end prop- 
erty to be from western com- 
panies. But some of the most 
breathtaking construction 
projects In . Moscow have 
been undertaken by Russian 
companies. By far the most 
impressive of these is the 
corporate headquarters built 
by Gazprom, Russia's 
monopoly gas producer, 
which has erected a gleam- 
ing 85-storey tower in the 
southern suburbs of 
Moscow. The press specu- 
lated that complex cost 
as much as $600m-$800m to 
ti mid, although thw company 
says it cost less than $20Qm. 

As in the rest of Russia, 
fiie Moscow property market 
is expensive and fined with 
uncertainty. But most firms 
reckon that to do business in 
Russia, a Moscow office is 
essential In the and, Rus- 
sian and rn r ajg n companies 
caTmiat»» that to avoid the 
Moscow market is more 
costly than to cope with its 
shortcomings. 
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The £loscow Municipal Bank - Bank of 

1 .March, 1995. 

I In . the short time siiice then it has devel- 
oped more rapidly than any other bank in 
Russia. In fact, it is now among the largest 
with total assets of 'R122 billion ($ 2.1 bln) 
and deposits of R7.495 billion <fl-29Mn).. 
Gross income for the first ' half of 1997 
amounted to R137 billion ($24mln). 

The Bank’s business activity is concentrated 
in Moscow, Russia’s capital city, the heart of 
Russia’s wealthiest region, the engine of 
Russia’s financial and commercial rebirth. It 
has already opened 1 6 retail branches 
throughout Moscow, and plans another 10 
to 15 by the end of the year. Its customer 
base consists of about 10,000 individuals 
and more than 1,000 corporate clients and 
municipal entitles. 

The Bank to date has invested $100 million 
in Moscow city projects. It has made loans to 
firms in the fuel and energy sectors, in auto 
manufacturing and food processing to fast 
food chains and supermarkets, and for the 
reconstruction of sports and leisure facilities. 


The Bank of Moscow is a multi-service 
bank, recognized for its reliability . and 
excellence on all scales of financial opera- 
tion. ' The Bank is the General Payments 
Agent of the Moscow Government for 
domestic and EURO municipal bond place- 
ments, and provides direct access for its 
clients’’ transactions through the reputed 
brokerage firm of Troika Dialog, an affiliate 
of the Bank of Moscow. 

The driving force behind the Bank is the 
Moscow City Government, which holds a 
5196 share in the Bank. Thus, the Bank is 
well-placed to survive and flourish in these 
turbulent times of Russia’s transition to a 
market-based economy 


For more infor mat ion about our banking 
and financial sendees contact us: 

Bank of Moscow, 36 Novy Arbat 
Moscow, 121205, Russia 
Phone: (7 095) 29Q-8338> (7 095) 290-8852 
Fax: (7 095) 290-701 0, (7 095) 290-791 2 
or visit our web site: httpc//wwwjnmbankru 
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Despite an ; . 
incestuous link 
between politics 
and money, the 
city is thriving .. 

In the Soviet era, deprived 
Russian shoppers packed 
Moscow-bound trains ‘and 
airplanes In search of the 
fruits anrf frocks that were 
always more plentiful in the 
capital. Cossetted by polit-' 
buro bosses eager to prove 
the; success of Hie commu- 
nist experiment to foreign 
visitors, Moscow shops wore 
always better stocked and 
Muscovites better turned out 
th a n the dismal' .grocery 
shelves and pinched-faced 
inhabitants .'of the envious 
provinces. . • 

The days . of . centrally- 
planned privilege are gone, 
but since the collapse of 
communism, the economic 
gap between Moscow and 
the Russian Mn faw fand haw, 
if anything, grown. 

While most of Russia’s 
regions remain mired in a 
post-Soviet purgatory of 
crumbling Infrastructure 
and pervasive underemploy- 
ment, the capital is booming. 
Its avenues are gilded by the 
gleaming windows of 
designer emporiums, its 
streets jammed with luxuri- 
ous western cars and its sub- 
urbs increasingly filled with 
supermarkets catering -to a 
nammt mWiflB class. 

Statistics reflect this pros- 
perity. A report released tills 
month by Troika-Dialog, a 
Russian investment bank, 
predicted the economy of the 
capital would grow tins year 
by a robust 6.3 per cent, 
while estimating that the 
gross domestic product of 
the natio n would only tech 
ahead by 2 per cent 
“Moscow is a city which is 
more similar to the west 
than to the rest of Russia," 
says Kakha Bendukidze, a 
biologist- turned-entrepre- 
neur whose empire includes 
Uralmash, Russia's largest 
heavy-machine building fac- 
tory. The contrast between 
Moscow and the provinces 
has g rown so great, Mr Ben- 
dukidze says, that he finds it 
almost Impossible to per- 
suade Muscovite profession- 
als to work at his factories 
in other Russian regions, 
“even if we offer than doa- 
ble their salary”. 

The ambitious Moscow 
city government has not 
been shy about riatering the 
credit for the capital’s buzz- 
ing economy. The city 
fathers, fed by their powerful 
patriarch, Moscow mayor 
Yuri Luzhkov, argue that 
the transformation is due to 
their administrative talents 
and dizigiste economic phi- 
losophy. Under Mr Luzh- 
kov's strong-armed steward- 
ship the city has involved 
itself in everything from 
Christmas decoration in pri- 
vate sto refr o nts to a govern- 
ment bail-out attempt at two 
car plants, recently bought 
bade from the p rivat e sector 
by the municipality. 

It is this civic activism, Mr 
Luzhkov contends, and not 
capital city status, that has 
brought Moscow prosperity. 
The mayor cites the lucra- 
tive banking sector, over' 
whelmingly based in 
Moscow, as an example of 


Municipal services: the real cost 


T his advertisement is diiw^wi at nafessted investors only 



how energetic . municipal 
leadership brought the 
capital wealth. • 

“In this [transition] period, 
in Russia, a whole hive , of 
banks was formed, and he 
who succeeded in planting 
this hive Of hanfcs on 
land would have ft for ever,” 
he says. “Moscow, better 
than others, saw that oppor- 
tunity miH created maxi- 
mally appealing conditions 
for banks, and now we have 
more than 1,000 banks in the 
city," Mr Luzhkov says tri- 
umphantly. “So the reason 
[for our success] is not capt 


Yuri Luzhkov, the mayor 
of Moscow 

tal city status, but the fact 
that it is necessary to use 
your brains.* 

But same observers are 
unconvinced that the raptt-q l 
city's thriving economy is 
solely due to the mayor's 
administrative prowess. 
“Even if the mayor of 
Moscow were a one-legged 
lesbian, Moscow would be 
rich." says a prominent city 
businessman. Insisting tm 
anonymity on the grounds 
that "no ««i«ihte business- 
man in Moscow would dare 
to publicly criticise Luzh- 
kov”, he argues that 
“Moscow is doomed to be 
Russia’s boom town. In 
many ways it Is prospering 
despite Luzhkov, rather than 
because of him." 

. Many economists agree. 
They argue that because the 
federal government still 
plays a disproportionately 
large rede in the country's 
economy, big busin e ss gravi- 
tates towards the capital. 
Everything from approvals, 
licences and permits to 
mnlti-mHUon dollar insider- 
dominated privatisations are 
doled out by the appara- 
tchiks and politicians who 
make their home in Moscow. 
Russia's powerful tycoons 
have no choice but to main- 
tain their headquarters and 
pay much of their national 
tax bin in the capital. . 

“Economic and political 
power are not fully divided 
in Russia," says Aleksei 
Ulinkaev, deputy head of the 
Institute for the Study of 


Transition Economies, Rus- 
sia’s top liberal economic 

thfrilr tanlr “Big hnaiwess is 

still so. closely connected 
with the federal government 
that it must be physically 
dose to the government.” 

This incestuous relation- 
ship between money and 
political authority is, Mr 
Ulinkaev contends, the prin- 
cipal reason why Moscow is 
a magnet for Russia’s 
mi ghtiest hanbi ynd corpo- 
rations, with tax receipts in 
Moscow accounting for 26 
per of the national total 
in the first half of this year. 

Yet Mr Ulinkaev, also an 
elected member of the 
Moscow city council, also 
argues that the city authori- 
ties manage this natural 
wealth less effectively than 
they wiight Although Mr 
. Luzhkov HVas to style him- 
self as the architect of Rus- 
sia’s greatest capitalist suc- 
cess, tiie city government 
itself still bears many of the 
hallmarks of the Soviet era. 
One remnant is a huge infra- 
structure of part or folly 
city-owned, utilities, con- 
struction companies and 
wmintunmirp organisations. 

But Mr Ulinkaev main- 
tains that, by effectively 
retaining a city monopoly 
over municipal services and 
construction, Mr Luzhkov 
has created highly Inflated 
costs (see table). 

Others complain of the 
opacity of Moscow’s 
finances, citin g the shadowy 
maze of non-budgetary 
funds, ear-marked for every- 
thing from road-building to 
church reconstruction. 
According to a band prospec- 
tus produced by the city, 
non-budgetary funds will 
account for almost half of 
Moscow’s spending this year. 

Many of non-budgetary 
funds, such as the kitty that 
helped pay for this year’s 
lavish Moscow anniversary 
celebrations, are nominally 
voluntary. But Moscow busi- 
nessmen say that “dona- 
tions” to tiie funds are effec- : 
lively disguised taxes, which 
only fools or headstrong dis- 
sidents refuse to pay. 

One of Moscow's most 
prominent commercial dissi- 
dents, Hya Kolerov - an 
entrepreneur who opened 
the first private gas station 
in Moscow in 1981 and built 
tm a network of 150 stations 
across the country - rtnima 
he was forced to sell his 
business because of the 
bureaucratic offensive the 
Moscow city government 
launched against Mm when 
he refused tp.make “charita- 
ble donations’* fcrTiunds far 
the reconstruction of the 
Church of Quistthe Saviour , 
and Moscow’s 850th anniver- 
sary celebrations. „ 

“There is a clear system. 
Everyone knows how m»ph 


they are expected to pay,” 
says Mr Kolerov, drinking 

t pa in tint comfortable dacha 
to which he has retired at 
the tender age of 31 because 
he is rmwiittng to play by 
the rules of Moscow busi- 
ness. “After I refused to pay 
the contributions, suddenly I 
became a figure for whom 
nothing was possible - no 
permits, no licences.” 

But Mr Kolerov also 
emphasises that for entre- 
preneurs unburdened by 
i rfu»t. he himself describes as 
“strange” moral quibbles, 
Moscow offers an excellent 
business environment The 
rules are absolutely clear, 
and the contributions are 
not exorbitant” 

As Mr Kolerov admits. 
Moscow's shadowy system of 
attractin g revenues seems to 
do little barm to the city’s 
economy. Critiques are less 
sanguine about a third fea- 
ture of tiie Moscow economy, 
its ffv pandin g quasi -private 
business empire. They argue 
that aggressive ventures into 
businesses not normally the 
purview of municipal gov- 
ernments have created a 
haTf - rarnmnnla t, half -Capital- 
ist economic s t ructur e in the 
heart of Russia. 

Thanks both to the com- 
munist legacy and to Mr 
Luzhkov's own acquisitive 
spirit, tiie Moscow city gov- 
ernment amassed a huge 
business conglomerate, that 
includes controlling stakes 
in everything from a TV star 
tinn and a bank, to a fast 
food chain and a network of 
gas st ati ons. Some Mus- 
covites either work for the 
city government or in enter- 
prises owned by the city. . 

In the eyes of liberal econ- 
omists like Mr Uliukaev, Mr ' 
Luzhkov's style of gover- •- 
nance is worrying because of • • 
Its echoes of the old Soviet 
system, when the state and •.■■■■ „ 
the economy were one. 

But Mr Luzhkov differs 
from the old communist - 
nomenklatura to which he 
once belonged in one impor- . “ ; . 
tail way: far from banning 
private business, Mr Luzh- 
kov*s city hall fa intimately -V 
connected with, indeed aflaa-'ii - 
owns shares in, Moscow's " 
booming market economy. 

Under Soviet rule, Muaoo- ;^ 
vites may have been more: ' 
privileged than other Haifa- ' ; 
dans, but they lived lives of-;' 
great : deprivation compared _ 
to European neighbours'^ 
Today, the citizens of Rus^r'i 
sia’s capital city can enjoy 
western consumer' delights : 
ranging from Big Macs and • 
24-hour video rentals, to : 
package toute of Turkey; As 
long as Moscow’s' «xnsum£r' , Tf? 

. pie continues to grow 
coyites are . unlikely 
inquire too closely into how. 
t he ir beloved mayor has cbCH 
sen to bake- ft. . -’SGI 
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In the rapidly 
expanding world 
of Russian 
finance, all roads 
lead to Moscow 

When the Russian central 
bank issued new 500X00 rou- 
ble notes earlier this year, it 
didn't bother to distribute 
them in Moscow. Instead, 
they were distributed in var- 
ious provincial capitals in 
Russia’s far east, the north 
and Tyumen regions. 

“Ninety per cent of what is 
paid out in the Tyumen 
region, for example, reaches 
Moscow . very quickly any- 
way, virtually on the first 
flight after the payments are 
made,” explains Arnold Voi- 
lukov. the first deputy cen- 
tral bank chairman 
“Moscow absorbs about 8-10 
trillion roubles a month.** 

All roads in Russian 
finance lead to Moscow, 
home to the country’s surg- 
ing financial markets. The 
Russian stock market is val- 
ued at $70bn and last year 
about 20 per cent of this 
changed hands - mostly in 
Moscow. Meanwhile, the city 
is also home to a $54bn mar , 
ket in government bonds 
supporting some of the 
world’s most profitable 
banks. 

While the bond market 
boom has largely subsided 
as Russian interest rates 
level off at below 20 per cent 
the stock market has just 

taken off and mOSt indirew 

have tracked a rise of 160 per 
cent in the country’s stock 
market this year. 

“Russia’s . financial mar- 
kets are exuberant,” says 
Brian Coleman, an analyst 
at Moscow-based Aton Secu- 
rities. “Anyone can make 
money here." The wealth 
created by these markets is 
visible on Moscow’s streets 
and boutiques, where top 
western brands marketed at 
twice the western price are 
sold to cell-phone toting 
traders in shiny new Tj»nd 
Rovers and Lexuses. 

The experience of Moscow 
echoes that of New York, 
which was . rescued from fis- 
cal oblivion in the 1970s by 
the surging stock- and bond - 
markets of the 1980s which 


good times roll 
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The Bank of Moscow 
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Home to Russian finance: Moscow is the centre of the country's surging financial mark e ts jama* hm 



poured wealth into the city’s 
coffers. "This wealth will 
find its way Into everyone’s 
pockets.” says Victor Sak- 
harov. president of the 
Moscow Stock Exchange 

It is not surprising, there- 
fore, that Yury Luzhkov, 
Moscow’s mayor, has taken 
an interest in developing the 
city’s markets and creating 
an investment-friendly cli- 
mate. Mr Luzhkov has said 
he expects Moscow to 
receive more than $8bn in 
foreign investment in 1997, 
compared to $4^bn in 1996. 
Much of this is tagged as 
portfolio investment into the 
financial markets. 

As well as benefiting Indi- 
rectly from the wealth cre- 
ated by the bull markets, 
Moscow’s municipal govern- 
ment has accessed the mar- 
kets. The city has issued 
municipal bonds and has 
such a creditworthy reputa- 
tion among investors that 
these bonds sometimes trade 
at lower yields than Russian 
government securities, says 
Mr Sakharov. Earlier this 
year. Moscow cashed in on 
this by going to interna- 
tional markets with a $500nr 
eurobond issue. • 


Mr Luzhkov’s work in 
developing Moscow’s finan- 
cial markets is focused for 
now on rationalising the 
city’s AnanHal market s from 
a warren of over-the-counter 
electronic trades into a small 
number of exchanges, prefer- 
ably just one, which would 
enforce listing requirements 
and settlements. 

Currently, most shares in 
Moscow trade on a Nasdaq- 
type exchange called the 
Russian Trading System, 
where transactions are com- 
pleted via computer net- 
work. Traders are eager far 
more formal rules such as 
settlement regulations. “This 
back office stuff yon take for 
granted in the west, but here 
traders have to think about 
getting paid,” said a US ana- 
lyst who recently relocated 
to Moscow. 

Another reason for devel- 
oping exchanges is that they 
allow small investors to buy 
shares more easily than 
through the RTS. “The RTS 
is designed for large share 
transactions, but by develop- 
ing stock exchanges fire mar- 
ket would have access to a 
wider investment base,” says 
Kristin Staples, a spokes- 


person for the Russian Fed- 
eral Securities Commission. 

Currently, two exchanges 
compete to woo the business 
of the Blue chip Russian 
companies and become The 
stock exchange in Moscow. 

Micex, Moscow's main cur- 
rency exchange, hosts trad- 
ing in a few equity and debt 
instruments such as govern- 
ment securities, along with 
shares of oil giant Lukoil, 
the national electric com- 
pany UES, telecoms giant 
Rostelecom, and Mosenergo, 
the electric utility for the 
city of Moscow. Micex has 
plans to expand this list to 
include several other compa- 
nies this year. 

Meanwhile, the Moscow 
Stock Exchange, where Gaz- 
prom shares and Moscow 
municipal bonds trade, will 
attract more than 10 new 
companies to trade there, 
says Mr Sakharov. These 
will include the likes of air- 
line Aeroflot and MGTS, a 
Moscow mobilephone pro- 
vider. “There is some compe- 
tition between us and 
Micex,” says Mr Sakharov 
“We are hoping to beat them 
and be the premier stock 
exchange in Moscow.” 


Pivotal role 
in the city’s 
economy 


The bank’s 
activities clearly 
demonstrate the 
sector’s youth 
and dynamism 

Russia's banking industry is 
characterised by its raw 
dynamism and its frighten- 
ing youth. Nowhere are 
these characteristics illus- 
trated more clearly than in 
the activities of the Bank of 
Moscow. 

Founded just two years 
ago, the municipal h ank hag 
already grown into one of 
the top dozen banks in the 
country with assets of more 
than Rbs8,000bn ttl.4bn). It 
now plays a pivotal role in 
developing the capital's 
economy, backing several 
big industrial, social and 
construction projects. It was 
also the main sponsor of 
Moscow's 850th anniversary 
celebrations to the tune of 
$3m. 

Andrei Borodin, the 
bank’s fresh-faced 30-year- 
old president, says Russia 
has rapidly emerged as one 
of the most exciting h ank - 
ing markets in the world. A 
veteran of three years' expe- 
rience at Dresdner Bank in 
Germany, Mr Borodin 
returned to Russia believing 
there were far greater 
opportunities for creative 
entrepreneurship at home 
than abroad. 

“Russia is a developing, 
dynamic country.” he says. 
“For any young h ank er 
w ishing to make a career 
the opportunities are far 
greater here than in Ger- 
many.” 

The Bank of Moscow’s 
financial strength is based 
squarely on its association 
with the city government 
Mr Borodin says the hank 
was originally created to 
concentrate financial 
resources in the capital, 
manage the city’s budget. 


and direct resources to vari- 
ous social projects. 

The municipal govern- 
ment owns some 60 per cent 
of the bank’s shares, con- 
trols several board seats, 
and channels about one 
third of its budget funds 
through the bank. The Bank 
of Moscow also handles the 
funds the city raised 
through its $500m eurobond 
issue, directing this money 
into various projects 
approved by the city’s 
investment committee. 

Yuri Luzhkov, Moscow’s 
mayor, sets the framework 
for tbe bank’s lending poli- 
cies and insists it supports 
small- and medium-sized 
enterprises, provides finan- 
cial services for the city’s 
inhabitants, and extends 
credits to organisations that 
satisfy Moscow’s everyday 
living needs. 

Last year, for example, 
the Bank of Moscow 
extended Rbsi.iOObn in com- 
mercial credits to support 
the reconstruction of the 
Gostinyi Dvor shopping cen- 
tre and the Luzhniki sports 
stadium and to back many 
other building projects. It 
also led a syndicate of six 
banks providing a Rbs240bn 
loan to Zil. the giant, trou- 
bled auto maker. 

The relationship between 
the bank and the city gov- 
ernment is symptomatic of 
the incestuous style of capi- 
talism that has developed in 
the nation’s capital. Even 
the forecourt outside the 
mayor's - and the bank's - 
headquarters on Novy 
Arbat street has been 
turned into a temporary 
showroom for the cars and 
trucks produced by the Zil 
and Moskvich factories, in 
which the city government 
now has controlling stakes. 

But Mr Borodin empha- 
sises that the bank's invest- 
ments and loans are ulti- 
mately determined by sound 
banking principles not polit- 




Andrei Bonxfin, president of the Bank of Moscow 


leal imperatives. While Mr 
Luzhkov may steer the 
bank’s course, be does not 
interfere in its day-to-day 
operations nor does he 
determine the bank’s spe- 
cific lending policies. 

“We act exclusively on 
those principles which 
apply to all banks: regular 
payments, credits and 
resources, return on invest- 
ment capital, and security,” 
Mr Borodin says. “Choosing 
with whom we work and 
with whom we don’t is 
decided purely by market 
criteria.” 

Rival bankers argue it 
will be tricky - but not 
impossible - for the Bank of 
Moscow to continue to tread 
the narrow path between 
low politics and high 
finance. Not many officials 
have the independence of 
mind - or sheer courage - 
to face down Mr Luzhkov 
when he is in fall flow. The 
Russian finanre* industry is 
littered with the carcasses 
of banks which fell out of 
political favour and lost the 
lucrative rights to manage 
government budget funds. 

Moreover, the Bank of 
Moscow, like all other Rus- 
sian banks, lacks much 
experience in the demand- 
ing tasks of analysing and 
pricing commercial risks 
and managing liquidity 
flows. The average age of 
the bank’s staff is just 32. 

But tbe Bank of Moscow 
has shown a marked will- 
ingness to learn and a 


capacity to adapt Its open- 1 
ness to new ways of doing | 
business is illustrated by 
the co-operative agreement 1 
it has forged with Troika- 
Dialog, one of Moscow’s 
strongest private invest- 
ment banks. The Bank of 
Moscow has taken a 20 per 
cent stake in Troika-Dialog 
for an undisclosed sum and 
intends to work closely an a 
range of potential Invest- 
ment projects. 

There is little doubt that 
if the Rank of Moscow can 
successfully balance its 
political obligations and 
commercial opportunities it 
could emerge as an one of 
Russia’s most powerful 
banks. 

Mr George Nianias. man- 
aging director of Denholm 
Hall, a finanrial adviser to 
the municipal debt commit- 
tee, says Moscow is develop- 
ing a rational investment 
programme to use the 
$500m it raised from its lat- 
est eurobond issue and 
apply the proceeds of future 
capital-raising exercises. 

“L uzhk ov is being wise 
and saying I want to gener- 
ate additional profits out of 
the investments I can do 
sensibly - like property or 
land development - rather 
than putting all my money 
into schools, or hospitals, or 
streets.” he says. 

In that process, the Bank 
of Moscow will play a criti- 
cal role. 

John Thornhill 
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CONNECTING BUSINESSES 


ROSTELECOM is Russia's 
largest telecommunications com- 
pany, a national operator of 
international and intercity com- 
munications. The company works 
with more than 200 foreign and 
100 Russian operators and has 
22 regional branches that offer 
services to more than 90% of the 
Russian long distance communi- 
cations market 

Based on Russian accounting 
standards R O'/ TELECOM’S gross 
income in 1V97 
amounted to 
$1118 mil- 


Moscow and the Far East This 
line, together with other Russian 
digital long distance communica- 
tions facilities, is a true telecom- 
munications bridge that connects 
European and Asian countries. 

ROSTELECOM, concentrat- 
ing on digital technologies, is 
actively developing an intercity 
network inside Russia, creating 
an integrated network for several 
dozen operators in the Russian 


and reliable Russian company, 
an active participant in the pri- 
vatization of Russian communi- 
cations. The transfer of 
ROSTELECOM’S controlling 
interest from State property into 
the private Svyazinvesr holding 
company has prepared the well- 
timed entry of ROSTELECOM 
into the international capital 
markets. For foreign investors, 
the Russian operator’s securities 
are one of the most attractive 
and reliable invest- 
ments in 
Russia, 
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Network Europe. 

Competence that knows no boundaries. 


WestLB, one of Germany's leading 
banks, is firmly established 
throughout Europe, with branches, 
subsidiaries and agencies in all 
major financial locations. 

By concentrating on the specific 
needs of its clients. WestLB has 
developed into one of the world s 
leading international banks. 

Our network allows US to offer 
our clients all over Europe access 
to the global resources and the 

fun product range of WestLB. This 

■ In turn a Bows our clients to 


take fid advantage of the many 
opportunities offered by the 
European market. 

For further information please 
contact our subsidiary; 

ZAO Westdeuische Landesbanfc 
Vbstok 

id. Powarskaje 23. budefing 4 
Moscow, 121069 • 

Tel.: . t+70-95f 2 58 61 00 

Fax; . , i+7DS5) 2 58 61 06 
Internet 

http:/Anm««-westib.eom . 
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net profits 
amounting to 
$216 million. The vol 
ume of services provided during 
the year totalled 4 billion min- 
utes. 

By 1997 ROSTELECOM had 
practically finished the construe 
non of digital international lines 
on Russian territory. The num- 
ber of Russian international 
channels meets tbe level of 
world’s economically developed 
countries and the growing 
demands of Russia itself, which 
can now talk with the whole 
world in the language of modem 
telecommunications. ROSTELE- 
COM owns die world’s longest 
digital trunk line connecting 


Federation, building a national 
ATM’network and participating 
in a project for die organization 
of all-Russian roaming, based on 
the Federal NMT and GSM cel- 
lular communications networks. 
Today ROSTELECOM not only 
serves Russian Internet providers 
(more than 50% of total channel 
capacities are rented by these 
companies from ROSTE L ECOM), 
but is also independently build- 
ing a national Internet network 
on the territory of the Russian 
Federation. 

Today ROSTELECOM is a 
recognized, rapidly developing. 


J 


because 
ROSTELECOM 
is already an international 
company with more than 30% of 
its shares in foreign hands. 

ROSTELECOM is the only 
Russian company with a credit 
rating equal to Russia's own rat- 
ing. In 1997 foreign banks 
granted ROSTELECOM a syndi- 
cated loan for $100 million on 
unprecedented conditions — 
without governmental guaran- 
tees. The interest and trust of 
international investors towards 
the Russian operator increased 
further when ROSTELECOM 
entered the 10 largest East 
European companies, according 
to The Financial Times rating. 


Rostelecom is a respected, reliable and fast growing Russian company. 
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Valery Shantsev 


City hall’s number two 
flexes his muscles 


A benign 
authoritarianism 
makes the deputy 
a good match for 
his boss 

The imposing presence of 
Yuri Luzhkov, Moscow's 
mayor, who is casually 
referred to as the “vozhd" 
or supreme leader within 
city hall, so dominates the 
capital that other Moscow 
politicians are little known. 
But slowly, members of the 
Luzhkov team are emerging 
from obscurity and one of 
the first among them is 
Valery Shantsev, the dep- 
uty mayor. 

A barrel-chested, balding 
50-year-old. with the look of 
an ageing but fit boxer, Mr 
Shantsev Is effectively the 
vice-president of the small 
conn try that is Moscow. A 
former communist party 
secretary and municipal 
government bureaucrat, Mr 
Shantsev was chosen by the 
mayor as ^ running ma ^* 
in last year’s city elections. 

The double ticket 
attracted nearly 90 per cent 
of the vote, a result which 
has enhanced Mr Shan- 
tsev’s authority in the 
Moscow city corridors of 
power. 

Like all the local politi- 
cians of the city which 
some Moscow wits have 
taiiwm to w»nin{r “Lnzhkov- 
gorod" [Lnzhkov-viUel Mr 
Shantsev is supremely loyal 
to his boss. 

"He [Mr Luzhkov] has a 
healthy willingness to take 
risks . . . colossal economic 
knowledge, colossal engi- 
neering knowledge, huge 
experience in organising 
vast systems Mr Shantsev 
said in a recent Interview. 
"That is why he is the 
undeniable leader in 
Moscow, the undeniable 
leader of the government 
team, and 1 do not think 
that anyone even comes 
close to him." 



Vatory Shantsev, Moscow's 
deputy mayor jmasHi 


As number two in com- 
mand, Mr Shantsev offers a 
portrait of Ufe within city- 
hall that folly accords with 
the strong-armed pragma- 
tism that is the closest the 
Luzhkov team gets to hav- 
ing a political philosophy. 

"This is our situation In 
the Moscow government," 
Mr Shantsev explains. "I 
can state my point of view 
when we discuss any issue 
or put together any pro- 
gramme. I can state tt five 
times, or 10 loudly, 

or softly. 

“But as soon as we have 
raised our hanifo and taken 
a decision - and usually the 
mayor has the deciding 
word - that's it. Roll up 
your sleeves and get to 
work. No more quarreling, 
just work." 

This benign authoritari- 
anism makes Mr Shantsev a 
good match for Mr Luzh- 
kov. As the deputy mayor's 
lefs-get-down-to-work phi- 
losophy suggests, through 
the good services of the 
Moscow political machine 
the mayor is steadily con- 
structing a national image 
of himself as Russia's pre- 
mier "khozyastvennlk", a 
sort of boss-manager who, 
in contrast with the coon- 
try's much derided demo- 
crats, knows how to get 
things done. 


But Mr Shantsev’s eleva- 
tion to Moscow’s number 
two job has not been met 
with universal approval. 
Russian liberals, who 

attack the muscular 
Moscow government 
machine for excessive inter- 
vention in the economy and 
for abusing civil rights in 
the city, are suspicious of 
Mr Shantsev's communist 
background. 

For instance, shortly 
after Mr Shantsev was 
selected as the mayor’s run- 
ning mate last year, Novoe 
Vremya, a liberal weekly, 
described Mr Luzhkov’s 
new partner as a commu- 
nist bureaucrat "who has 
not altered his convictions 
and who retains his links 
with the communist party". 

On the eve or last year’s 
elections, Mr Shantsev fell 
victim to an even more 
vicious attack when a bomb 
went off near his car. Mr 
Shantsev, who suffered 
more than one hundred 
shrapnel wounds and burns 
over 50 per cent of Us body, 
still bears scan from tire 
incident. 

Like most of Russia's 
gangland-style assassina- 
tion att e m p ts, the crime has 
never been solved. Moscow 
city hall’s favourite expla- 
nation Is that it was the 
work of radical commu- 
nists. seeking to destabilise 
the country ahead of last 
year’s elections. 

Whoever was behind it, 
the explosion gave Mr 
Shantsev a reputation as a 
tough politician, not easily 
scared off. Soon after the 
attack Mr Shantsev was 
back on the campaign trail. 

The vice-mayor, an enthu- 
siastic sportsman who plays 
both football and tennis 
twice a week, is equally 
pugnacious in his defence 
of Moscow's homegrown 
economic philosophy 
against attacks from the 
reformist faction in the fed- 
eral government. 


"Divide and conquer, that 
is the strategy which 
remains to this day," Mr 
Shantsev says of the federal 
government The reform- 
ers are forcefully pushing 
through changes so that 
everything in Russia should 
depend an the will of the 
centre." 

But Mr Shantsev insists 
that Moscow, which suc- 
cessfully won the right to 
conduct privatisation and, 
more recently housing 
reform, according to its 
own model, will not give in 
to this centralising pres- 
sure. 

"Moscow strongly 
resists," he says. "Some 
people don’t like that, even 
though the results [of 
Moscow’s work] are evident 

- just go out on the street 
and take a look. They [the 
reform team in the cabinet] 
are new people, but they do 
not know any other meth- 
ods . . . They speak of the 
market, but they do some- 
thing completely different. 
They are imposing an 
authoritarian system of 
central government.” 

This is not the sort of 
view that makes Mr Shan- 
tsev a popular man in the 
White House, the seat of the 
Russian cabinet, a vast 
white building upon which 
the vice-mayor can gaze 
through the vast window in 
his office. 

But at Moscow city hall 
this sort of bellicose inde- 
pendence - from which 
only Boris Yeltsin, the Rus- 
sian president, is exempted 

- is practically official polr 
icy. 

As Mr Shantsev puts it, in 
a phrase which could well 
serve as the motto of 
Moscow’s powerful city 
hair, "since things are bet- 
ter in Moscow, Moscow's 
voice should be heard". 

Chrystia 

Freeland 


RUSSKOE BISTRO * by John Thomhiil 
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to go 


A local fast food 
chain is serving a 
new generation of 
fast-living 
consumers 

When Russian' soldiers 
pursued Napoleon’s defeated 
army back to Paris they 
inadvertently created a new 
culinary tradition by 
demanding that French res-, 
taurateurs serve them “bys- 
tro" - or quickly. Thus, leg^ 
end has it, the world's first 
test food was bom and the 
French bistro gained its 
name. 

Many decades later, bis- 
tros have begun opening in 
Russia itself as a new gener- 
ation of fast-living consum- 
ers start enjoying the bene- 
fits of eating on the move. 
The most organised of these 
eateries is the Russkoe Bis- 
tro chain, inspired by Yuri 
Luzhkov, Moscow's irre- 
pressible mayor. 

Russian fast food may still 
he considered an oxymoron 
by those accustomed to the 
long queues and dismal ser- 
vice of the Soviet era, but 
Russkoe Bistro makes a bold 
attempt at offering cheap, 
tasty food cooked to tradi- 
tional Russian recipes in a 
string of smart, clean cafes. 

Fat pies, stuffed with 
mushrooms, potatoes, meat, 
or fish, soups and salads are 
the standard fare of every 
Russkoe Bistro. This can be 
washed down with teas {a 
fermented malty drink), min- 
eral water, beer or even 
vodka. "We work in a cold 
country and need something 
to warm us up,” says Vladi- 
mir Pivovarov, the chain’s 
deputy general director. 

Russkoe Bistro was 
founded two years ago when 
Mr Luzhkov decided he 
wanted to help restore the 
traditions of good Russian 
cooking. The restaurants 
would also provide a much- 
needed service to consumers 
and be a source of employ- 
ment for young Russians. 

“The idea was that Rus- 
skoe Bistro .should cater for 
the demands of people when 
they have a spare minute to 
eat something on their way 
somewhere or during their 



Cheap and tasty: the Russkoe 


lunch break." he says. "We 
came to the conclusion that 
we should aim for low prices 
and high turnover." 

So far, 24 Russkoe Bistros 
have opened around Moscow 
with six more likely to be 
added by the end of the year. 
Mr Pivovarov believes there 
is huge scope to open far 
more outlets, both in 
Moscow and in many other 
Russian cities. When 
finances permit, the chain 
plans to open additional bis- 
tros on the Moscow ring 
road, expand into other Rus- 
sian cities, and even move 
abroad, possibly into Austria 
or Germany. 

As is his style, Mr Luzh- 
kov has played a highly 
hands-on role in developing 
the Russkoe Bistro concept 
personally testing the range 
at pies to ensure they suit 
the Russian palate and 
inspecting the factories sup- 
plying the food. 

A 55-year-old food technol- 
ogist, Mr Pivovarov says 
Russkoe Bistro works closely 
with producers to improve 
the quality of their products 
and has played an important 
role in reviving the local 
food Industry. He is quick to 
fish into his wallet to find a 
photograph of one of Mr 
Luzhkov's site tours, still 
clearly a source of much 
pride. 

Russkoe Bistro is just one 


example of the close rela- 
tionships being forged 
between city businesses and 
the municipal government 
producing a uniquely Musco- 
vite style of capitalism. The 
company's directors say 1 
these close links taring many 
advantages - not least in 
making it easier to secure 
prime retail locations. 

Nonetheless, the chain is 
mn on strictly commercial 
lines and has so far been 
financed entirely from bank 
loans and internally-gener- 
ated cash flow. The company 
may not yet have shown a' 
profit and is plou ghing all its 
rewrti back into opening new 

restaurants. Each new outlet 
costs about $300,000 to equip 
and employs 30 staff. "But 
this project has not taken 
one kopeck from the city 
budget," Mr Pivovarov says 
proudly. 

. Perhaps inevitably, Rus- 
skoe Bistro has been dubbed 
the "Russian McDonald’s" 
and Mr Pivovarov readily 
acknowledges his debt to the 
giant US hamburger com- 
pany, which opened its first 
restaurant in Moscow in 
1990. The queues outside 
McDonald's were so great at 
one time that quick-witted 
entrepreneurs were able to 
make a test rouble by selling 
on their burgers at higher 
prices to waiting customers. 

Mr- Pivovarov -says: “My 


personal point of view is 
that if McDonald's had not 
appeared in Moscow then 
Russkoe Bistro would not 
have been born. McDonald's 
showed that a test food sys- 
tem could work here." 

Russkoe Bistro argues, it is 
not in direct competition 
with McDonald’s because 
they serve different seg- 
ments of an ever-expanding 
market, as do other test food 
rhaing, SUCh 8S Pizza Hut 
and Kentucky Fried 
rhirkpn- "McDonald's works 
in their niche and we work 
in ours,” Mr Pivovarov says. 

But there is clearly com- 
petitive tension between the 
two chains as is demon- 
strated in Pushkin square in 
the heart of Moscow. On one 
side, the giant McDonald's 
logo shines down on pass- 
ers-by. 

Diagonally opposite, the 
less-familiar face of a neon 
Russian hussar, the symbol 
of Russkoe Bistro, tries to 

marshal the hungry in his 

direction. 

Both chains have their 
dedicated tens but the great 
challenge for Russkoe Bistro 
is to match its CS counter- 
part’s relentless attention to 
quality. Some of the Russian 
chain’s customers are 
already complaining that the 
pastry in its pies is growing 
thicker while the fillings 
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THE MOSCOW CONSERVATOIRE 


by John Thornhill 


The academy s till . 
'ranks' as one of 
the world's ’ 
greatest musical . 
institutions 

• It has been said d late that 
■ Russian arts have a glorious 
PHst, a guttering future anJ 
no present. Bat at least in 
the field of classical music, 
Rnssia can stzU lay rhHm to 
nurtiirlng some of today’s 
most exceptional talents. 

On~ special occasions, such 
as- the recent nine-month 
musical festival to celebrate 
the 90th anniversary of Dmi- 
try Shostakovich’s birth, 
Russian conductors and 
orchestras can still turn out 
in force to perform some 
astonishing music. 

Few other imHmt could 
display such an array of tal- 
ents as: Valery Gergiev, the 
maestro of St Petersburg’s 
Mariinsky theatre; Mikhail 
Pletnyev, the pianist anil 
founder of the Russian 
National Symphony Orches- 
tra; and Mstislav Rostro- 
povich, the peripatetic cel- 
list and conductor. 

And -few other musical 
performances could have 
been so emotionally charged 
- or artistically skilful - as 
Rostropovich's conceal ren- 
dition ; of Shostakovich's 
operatic masterpiece. Lady 
Macbeth of Mtsensk. 
Denounced by Stalin in 1936 
. as M mnddle in place of 
music"’, the composer’s 
beloved work hud remained 
imperformed in its original 
form in Russia for some 60 


in place of muddle 



THEATRE • by Arkady Ostrovsky 



Learning 
new lines 


A statue of Tcttaakovsky at the Moscow Conservatoire: music seems permanently to surround the buBc&ng 


At the heart of Russia’s 
classical musical scene beats 
the Moscow Conservatoire, 
which despite ftnanrial diffi- 
culties and staff defections 
must still rank as one of the 
greatest musical academies 
in the world. 

Music seems permanently 
to surround the Conserva- 
toire’s elegant building an 
Bolshaya NOtitskaya street, 
fronted by a grove of trees 
and a watchful statue of 
Tchaikovsky. As one 
approaches the Conserva- 
toire’s Big Hall, where the 
main concerts are per- 
formed, one. can hear the 
Conservatoire’s dedicated 


students practising fever- 
ishly to meet their teachers’ 
strict demands. They can 
still be heard playing late 
into the night on leaving the 
concert hall. 

Founded in 1866, the 
Moscow Conservatoire was 
in large part responsible for 
the flowering of Russian 
music in the second half of 
the 19th century. 

While the rival St Peters- 
burg Conservatoire fostered 
a particular style of compos- 
ing, the Moscow Conserva- 
toire prided itself on a par- 
ticular style of playing - 
especially for the piano - 
which is the product of 
intensive and prolonged 
practice. 

Svyatoslav Richter, the 
great pianist who died In 
Moscow earlier this year, 
was arguably the most 
accomplished exponent of 
this style, perfected at the 
Moscow- Conservatoire 
under the instruction of 
Heinrich Neuhaus. 

Neuhaus said of Richter 
that he. presented his work 
“like a vast landscape, 
which he surveys from a 


great height with incredibly 
keen vision, taking in the 
whole and all the details at 
the same time”. 

Lev Ginzburg, the former 
editor of Musical Life maga- 
zine, says: “There are cer- 
tain features which make 
the Moscow music tradition 
really great. There is a great 
sense of the context of the 
music. Music is an art of 
feeling,' an art of philoso- 
phy. Tchaikovsky was 
impo rtant in developing tw* 
theme but it has been built 
on since then." 

Some musicians such as 
Nikolai Petrov, the pianist, 
have worried whether this 
distinctive style is in danger 
of being lost. Many of the 
Conservatoire’s best teach- 
ers have retired or found 
more lucrative employment 
abroad. Today, more Conser- 
vatoire alumni are believed 
to practise their art in Ger- 
many, the UK or the US 
than in Russia itself. 

There is a great sense of 
lass that remarkable young 
musicians, such as Yevgeny 
Kissm, the latest in a long 
line of talented Russian pia- 


nists, should choose to per- 
fect their art abroad rather 
than in Moscow - although 
Kissin's decision to leave 
Russia had much to do with 
the threats of the military 
draft board. 

Nonetheless, Kissin’s two 
concerts at the Conserva- 
toire earlier this year were 
received by an ecstatic audi- 
ence, demanding five 
encores. 

Like most other artistic 
establishments in modern 
Russia, the Conservatoire is 
in a precarious financial 
position and its plight is not 
helped fay the fact .that the 
income-prodncing concert 
hall is run as a separate 
entity. 

But unlike many other 
institutions, such as the Bol- 
shoi theatre, the Conserva- 
toire has somehow managed 
to preserve the core of its 
traditions and ambitious 
musicians still flock from 
around the world to study in 
Moscow. 

Mr Ginzburg believes that 
the strongest reason to be 
optimistic about the future 
of Russian music lies in the 


skins of its youth. “Russia 
still has an enormous num- 
ber of talents. There are 
some fantastic students at 
the Conservatoire. Some 
nations are just destined to 
produce great musicians - 
and Russia is one of them," 
he says. 

There are encouraging 
signs that Russia’s new 
business leaders are begin- 
ning to appreciate the value 
of the arts and are startin g 
to sponsor orchestras and 
concerts. With the collapse 
of Soviet censorship, there is 
also evidence of renewed 
artistic freedom, with 
attempts being made to 
explore fresh avenues and 
rediscover the “lost” music 
of composers, such as Alfred 
Schnittke. 

As commentators wrote at 
the time of the Shostakovich 
festival, there is still much 
to admire in the post-Soviet 
music scene. 

Perhaps the most hopeful 
sign is the removal of politi- 
cal interference from the 
artistic field. Now there is 
only “music In place of mud- 
dle". 


Moscow theatres 
are adapting to 
serve the 

changing tastes of 
its audiences 

“Ladles and gentleman, we 
respectfully ask you to 
switch off your mobile 
phones and pagers for the 
duration of the perfor- 
mance," intones a velvety 
baritone before the start of 
the performance of Barbar- 
ian and Heretic at the trendy 
Lenkom theatre. 

The request is not amiss in 
an auditorium filled with 
Moscow's new business and 
artistic elite. The new Rus- 
sians who came to enjoy the 
Lenkom production timidly 
hide their mobile phones in 
their pockets. 

- The play is peculiarly 
appropriate for such an audi- 
ence: based on Dostoevsky’s 
novel The Gambler, and 
adapted for the stage by 
Mark Zakharov, a director 
with an unfailing awareness 
of theatrical fashion and 
public dtmiflnd it is about 
Russian gamblers playing in 
casinos of an imaginary for- 
eign spa town and spending, 
their money in Paris. 

“A lot of Russians these 
days play roulette," says 
Dostoyevsky's principal 
character, played by Alexan- 
der Abdulov. “We Russians 
love money, especially when 
you can earn it in two hours. 
Money is everything. With 
money you can become a 
new man " 

Zakharov's exciting spec- 
tacle offers everything the 
new Russian bourgeoisie 
desires: film stars in lavish 
costumes, brilliant scenery, 
bright lights, topical text, 
sexual titillation, gay' jokes, 
live music and even a bit . of 
culture. It is well made, it is 
entert aining and it is not too 
hard on the head. 

The piece ends with a pas- 
sage from Chekhov's Three 
Sisters: “The band plays so 
bravely - you feel you want 
to live ...” and. switching 
back on their mobile phones, 
many of the spectators head 


across the road to the "Chek- 
hov" casino. 

For many years "commer- 
cial theatre” was almost an 
oxymoron in Russian cul- 
ture. Tough censorship pres- 
ented theatre directors with 
a relatively simple choice - 
either to serve the system or 
go underground. Most tal- 
ented directors chose the lat- 
ter. In a world without free- 
dom of speech, every 
subversive word said on 
stage gained enormous 
power. 

The fall of the communist 
system liberated theatres 
from censorship and from 
the necessity to be a prophet 
in its own land. “It would be 
wrong to say that the thea- 
tre became more boring, 
rather, life became more 
diverse,” says Anatoly Sme- 
lyansky, a Moscow theatre 
critic. 

Theatre now appears in 
the listing s of Time-out in 
Moscow alongside health- 
clubs, spiritual centres and 
TV entertainment. Getting 
tickets even to the most 
fashionable theatres is a 
question of money, rather 
than connections, as it used 
to be in Soviet days. 

Once a relatively homoge- 
neous group, the Russian 
audience is becoming 
increasingly diversified in its 
tastes and theatres need to 
serve these changing inter- 
ests. Oleg Tabakov, one of 
Moscow’s most successful 
theatre producers has 
adapted to the new condi- 
tions with a mixture of Rus- 
sian and foreign repertoire. 

*1 am an actor and a 
craftsman,” he says. “And 
my main task is to stage 
well-made plays suitable for 
the tastes of the emerging 
Moscow middle class. For 
many years we have worked 
for ourselves, now we have 
to work for the audience." 

Sergei Zhenovach, one of 
Moscow's younger-gene ra- 
tion theatre directors 
embraces the changes. "It is 
good when theatre is differ- 
ent, It must be different, the 
question is how-to preserve 
theatre as an art form, 

rather than entert ainm ent-" 


Zhenovach and his teacher 
Pyotr Fomenko refuse to 
turn theatre into a vehicle 
for making money. Unlike 
Zakharov, who openly serves 
the interests of the new elite, 
the pair make tremendous 
efforts to preserve the reper- 
toire and style of the classi- 
cal Russian theatre. 

They often succeed. Zheno- 
vach 's three-night long ver- 
sions of Dostoevsky's The 
Idiot or A Month m the 
Country may not be master- 
pieces. but they represent 
rare attempts to create 
events that unite audiences. 

Perhaps the only “event" 

of the current Moscow sea- 
son, Oleg Efremov's version 
of Three Sisters at the 
Moscow Art Theatre is a 
rare reminder of the spiri- 
tual power Russian theatre 
once bad. Efremov's produc- 
tion makes no cheap politi- 
cal allusions to contempo- 
rary life, but it is marked by 
a sense of history. 

Unlike Soviet -era produc- 
tions of Chekhov, it is not 
subversive and does not 
reduce the play to one idea. 
The production is poetic, 
rather than political, and in 
contrast to Zakharov's 
embrace of capitalism, its 
main motif is the lack of 
meaning and futility of con- 
temporary Russian life. 

When the new season at 
the Moscow Art Theatre was 
marked by tragedy - the 
death of a young actress - 
the traditional respect given 
by Russian actors and audi- 
ences to an art form they 
regard as more than simply 
entertainment was movingly 
demonstrated. 

The actress, who played 
Masha had burnt herself to 
death in a state either of 
drunkenness, anguisb or 
possibly both. Anatoly Sme- 
lyansky. the literary director 
of the theatre came on to the 
stage and addressed the 
audience. 

"It is our 100th season and 
it is a tragic day for us,” be 
said. “For the first time we 
are playing the production 
without Elena Maiorova. 
There were debates in the 
theatre as to whether to play 
or not We decided we must 
We dedicate this production 
to the memory of Elena 
Maiorova." Without a 
prompt, the audience stood 
up in silence. Many strug- 
gled to hold back tears. And 
the mobile phones did not 
ring. 
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CULTURE • by Arkady Ostrovsky 


NIGHTLIFE • bv Arkady Ostrovsky^ 


Lenin greets Peter the Great 


Many believe the 
city's new look 
comes at the cost 
of historical 
authenticity 

A few weeks ago the 
"Dzer zhins ky Military Acad- 
emy of Lenin’s Order" was 
given a new title. It is now 
called the “Peter the Great 
Military Academy of Lenin’s 
Order." This absurd designa- 
tion Is just one symptom or 
the bewildering juxtaposi- 
tion of the Soviet and the 
Russian that is on display in 

modem Moscow. 

Banners for the 650th anni- 
versary of Moscow greet the 
city with a line from the 
Stalm-era song: "Moscow - 
you are my favourite". TV 
and radio channels broad- 
cast optimistic Soviet-style 
tunes dedicated to the emer- 
gence of Moscow as a capi- 
talist centre of Russia. The 
style of Moscow's celebra- 
tions calls to mind tbe enor- 
mous spectacles once 
mounted by the communists. 

But what might seem to be 
a confusion in the search for 
a new Identity is in fact part 
of a new national idea that 
accommodates both Soviet 
and Russian rhetoric. 

“We see an unprecedented 
attempt to reconcile Russian 
and Soviet past in a country 
which has always sacrificed 
its heritage in order to build 
a new utopia," says Andrei 
Zorin, a historian of Russian 
culture. 

In the 1920s and 1930s, Bol- 
sheviks destroyed old 
churches and renamed 
Moscow streets in order to 
obliterate the past. The first 
act of the perestroika years 
was to give streets back 
their old names and pull 
down Soviet monuments. 

Today, a monument to 
Felix Dzerzhinsky stands not 
far from a statue of Peter the 
Great in the centre of 
Moscow. “This is part of the 
new national idea.” says 
Zorin. “Peter the Great is 
good and so is Dzerzhinsky, 
Stalin’s wedding-cakes are 
wonderful and so is the 
Cathedral of Christ the Sav- 
iour. 

Solzhenitsyn and his idea 
of repentance is not popular, 
however. “To recall blood- 
shed and injustice is as rude 
these days as to shout in a 
silent room,” says Zorin. In 
order not to remind people 
of their city's troubled days 
the Moscow authorities 
recently removed an old trol- 


ley-bus burnt in the August 
1991 coup from the yard of 
the museum of the revolu- 
tion. 

But more than politics or 
history, it is consumer val- 
ues that shape much of the 
new Russia. Manezh Square 
opposite the Kremlin, the 
site of first democratic and 
later communist demonstra- 
tions, now houses a vast 
underground shopping mall 
designed by Zurab Tsereteli, 
the Georgian sculptor 
favoured by Yury Luzhkov. 
Moscow's mayor. 

Here, young couples stroll 
alongside the shopping mall 
and take pictures of them- 
selves in front of the kitsch 
sculptures of Russian folk 
characters installed by Tser- 
eteli 

Not everyone approves. 
“Manezh now looks like a 
zoo or an American luna- 
park," says Mikhail Belov, a 
Moscow architect. “But my 
main objection to it is not its 
bad taste, but its poor qual- 
ity,” he says. “It looks like a 
Mercedes, but it is made like 
a Lada." 

Tsereteli, who wears a 
gold bracelet as lavish as his 
sculptures, defends his work. 
“1 built Manezh as a present 
to the Muscovites." he says. 
“You can now go to the 
Manezh exhibition hall, see a 
show, then come out, sit on 
a bench by a fo untain and 
think about art.” The art 
you should t hink about is 
clearly that of Tsereteli him- 
self, as the Manezh exhibi- 
tion hall will soon mount an 
exhibition of his work. 

But you do not need to go 
to Manezh to see Tsereteli's 
art It is all over the city. 
The Moscow skyline is domi- 
nated by his 60-metre-high 
statue of Peter the Great. 

"The sculpture destroys 
the look of old Moscow." 
says Alexei Romech, an 
architectural historian and 
head of the Russian Art 
Research Institute. 

While the logic of putting 
the giant statue of Peters- 
burg's patron in the centre 
of Moscow might not be 
clear to Muscovites, to Tsere- 
teli it is obvious. “Peter was 
the tsar of all Russia." he 
says. "He was a great 
explorer and built the Rus- 
sian fleet He was very wise. 
Luzhkov has brought pros- 
perity and wealth to 
Moscow. He is also very 
“wise." 

Most Muscovites agree 
with Tsereteli’s praise of the 
city’s mayor. The construc- 
tion under way in the city is 
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Construction workers at Manezh Square: not all approve of the new shopping mad 


staggering. New hotels, res- 
taurants. cathedrals and 
shopping malls spring up 
with a speed not seen in any 
other western metropolis. 

For Muscovites used to 
dirty streets and crumbling 
houses, the changes are 
overwhelming. But intellec- 
tuals and historians have 
strong objections to what is 
being done to the city. 
“Luzhkov's government says 
that they are rebuilding 
Moscow." says Mr Komech. 
"In fact they are destroying 
the old city at a rate compa- 


rable to the 1930s. They sub- 
stitute historic sites with 
modern reproductions." 

Inna Solovyova, a theatre 
historian who has lived in 
Moscow since 1927, cites the 
recently rebuilt entrance to 
Red Square, the lverskie 
Gates. “This is ridiculous. It 
looks like a set carried 
across the road from the Bol- 
shoi theatre. They do not 
understand that once some- 
thing has been destroyed it 
can not be re-created." 

Tsereteli, the city's most 
prolific architect vigorously 


defends hims elf against the 
charges. “We are not simply 
restoring old Moscow, we are 
improving it” he says. 

But Mr Luzhkov's sweep- 
ing plans for a new-look 
Moscow has its casualties 
among historical buildings. 
Across the road from the 
newly reconstructed Cathe- 
dral of Christ the Saviour, 
for example, Moscow author- 
ities are destroying the 19th 
century house that belonged 
to tbe architect Konstantin 
Tonn. the builder of tbe orig- 
inal cathedral 


“Luzhkov is replacing his- 
toric Moscow with theatrical 
imitations." says Mr 
Komech. “He simply does 
not recognise the difference 
between reproduction and 
restoration, between the 
copy and the original. He 
thinks if be pulls-down an 
old building and puts a mod- 
em copy in its place he is 
restoring the past. In fact he 
is falsifying It." 

But while built for differ- 
ent reasons, modem Moscow 
architecture has the same 
goal as it did in the 1930s: to 
impress Muscovites with 
splendour rather than to 
accommodate toe real needs 
of city dwellers and, as in 
the communist era, Moscow 
is emerging as a role model 
for the rest of tbe country. 

Ironically, the last time 
Moscow saw such a con- 
struction boom was between 
1935 and 1937 when Stalin’s 
government produced a gen- 
eral plan for tbe construc- 
tion and restoration of the 
capital. Then, many of toe 
decisions were made by 
Stalin and his closest allies. 

Today, the Moscow land- 
scape is also being decided 
by one man. “Luzhkov is the 
main commissioner of mod- 
ern Moscow architecture,” 
says Mr Belov. “The idea of 
competition simply does not 
work. Most of the architec- 
tural projects in Moscow go 
to those who have always 
worked in the system and 
who cater to the tastes of the 
elite. 

These tastes are clearly 
reflected in modem Moscow* 
tower blocks, built from 
glass, stone, metal and often 
topped with pyramids. 
“Architecture today is not 
economical," says Mr Belov. 
“It uses unnecessarily expen- 
sive materials, because it 
must smell of gold. The more 
it costs the better - this is 
the motto of the new bour- 
geoisie." 

Natasha, from Chekhov's 
Three Sisters, reflects some- 
thing of the destructive 
nature behind the new Rus- 
sian desire to “improve” its 
surroundings when she 
declares: “The first thing I 
am going to do is to have 
that avenue of fir-trees cut 
down, and then this maple 
here. And all around here I 
am going to have flowers 
planted - flowers and more 
flowers - and we shall have 
the scent." In today’s 
Moscow, the old trees have 
gone but it has been 
replaced with the scent of 
money. 



One of the most glittering cultural events marking 
Moscow's 850th anniversary promises to be an 
unprecedented exchange of exhibits between the Kremlin 
and the Tower of London, which share a common history 
as ancient fortresses, modem museums and symbols of 
their countries' rich and sometimes bloody pasts. In 
December, Muscovites can see some of the most prized 
possessions of the UK's Royal Armouries museums while 
the ‘Treasures of the Tsars - will be displayed in the Tower 
of London from May 1998. The exhibition’s organisers have 
struggled to raise the £100,000 needed to find the 
exchange programme, but they are now confident It will go 
ahead. The Kremlin Armoury - Russia's oldest museum 
housing vast displays of Tsarist weapons and tracfitkmally 
reluctant to exhibit its collections abroad - promises to 
send to the UK some of its finest pieces, inducting toe 
luxurious military costumes worn by toe Tsars and their 
ceremonial weapons, firearms and trophies. Many of these 
exhibits have never before left toe Kremlin's walls. In 
Moscow, toe Royal Armouries wfll provide suits of armour 
worn by Henry VUI and Charles II, the “Lion" armour, 
possibly belonging to Henri II of France (for left) and a 
sword reputedly carried by Oliver Cromwell. The museum's 
latest acquisition, a Smith & Wesson revolver, (left) 
decorated by Tiffany, toe jewellers, and completed In 1990, 
win also be on display. Moscow’s museums have had a 
tough time as state subdefies have been pruned and costs 
have soared. But many museums, such as the Kremlin 
Armoury and the Tretyakov art gallery, are adopting a more 
commercial approach, drawing sponsorship from 
businesses and staging popular exhibitions. 


New feet hit 
the dance 
floor 


What was once 
seen as western 
“sin” has hit the 
city with scores of 
clubs and discos 

A late-night trip in the 
Moscow metro, a kiss In a 
smelly elevator and a soul- 
ful conversation over a cup 
of tea in the kitchen, often 
interrupted by angry par- 
ents. For mfninns of young 
Muscovites this was the 
only night life the Soviet 
system permitted. 

Occasionally, state televi- 
sion broadcast images of 
capitalist society at play: 
casinos, heaving discos, 
night-clubs and thousands 
of young people having a 
good time. But the footage 
was always accompanied by 
a sober commentary 
explaining that young 
people in the west were in 
the grip of vice. Young Rus- 
sians welcomed this propa- 
ganda - not because they 
believed it, but because it 
was the only glimpse they 
got of life in the west. 

Today, western “sin" has 
hit the Russian capital, with 
scores of rave dobs and dis- 
cos springing up in Moscow. 
Contrary to alarmist reports 
about the dangers of 
Moscow night clubs many of 
them are perfectly normal 
places where people are out 
simply enjoying themselves. 

The role of finding a good 
night-club in Moscow is sim- 
ple: the less it costs the bet- 
ter, mainly because Russian 
gangsters are not interested 
in spending less than $500 a 
night. So clubs with no 
entrance fee are the safest 
and most pleasant. 

Krizis Zhanra and Propa- 
ganda are two of the most 
lively discos in central 
Moscow, frequented by 
young professionals, stu- 
dents and ex-pats who come 
to have a beer and dance to 
Euro-pop music. 

Propaganda is relaxed and 
unassuming. Indeed, the 
staff behind the bar are so 
relaxed that it can take np 
to 20 minutes to get a drink. 
But visitors do not seem to 
mind. Olga, 21, who works 
for a Kodak shop in Moscow 
says: “I often come here, 
even on my own. It Is 
relaxed and fun and not too 
expensive for me. I like the 
atmosphere.” Yuri, 28, a TV 
editor and a programme 
maker, says: “Most of the 
Moscow night-life is for the 
rich and this is perhaps one 
of the very few places in 
Moscow which is aimed at 
the middle class.” 

The most unusual thing 
about Propaganda and Kri- 
zis Zhanra is that both clubs 
are situated in the heart of 
residential Moscow. The 
atmosphere inside might not 
be that different from the 
clnbs of Amsterdam or 
Paris, but when yon come 
out, you know immediately 
that you are in Moscow. 
Bored traffic police are the 
only people strolling up and 
down the dark roads and 
deserted streets. 

Not so in Four Rooms and 
Vermel, two night clubs 
across the river, nest to the 
five-star Baltschug Kemp in- 
ski Hotel. Here the traffic 
runs unabated even at gam 
and there is a sense of the 


excitement of night life in a 
big city. 

Russians queue up to get 
Inside Fonr Rooms and 
experience tbe strobe lights, 
ear-splitting music and ciga- 
rette smoke. 

Next door is Vermel, a 
much quieter, more bohe- 
mian hangout with wooden 
beer tables and lamp shades 
depicting the Bayeux Tapes- 
try. The atmosphere is 
closer to a Prague beer-cel- 
lar than to a wild night- 
club." 

“We try to create an atmo- 
sphere in which people can 
relax,” says Sergei Kiberev 
who sets up live acts at Ver- 
meL “The new Russians and 
gangsters do not come to 
Vermel becanse there is 
nothing for them to do here. 
Yon can't throw money 
around or pinch bottoms in 
this dub." 

The security in Vermel is 
limited to one fragile- 
looking police guard. Sergei, 
who is 23 bat looks 16. 
stands by the wall looking 
bored. “1 do not like work- 
ing here,” he says glancing 
enviously at the more 
hard-core Cabana club 
across the road. “It is too 
quieL Nothing ever happens 
here.” 

Cabana - owned by a 
Nigerian business man, who 
came to Moscow in the 
Soviet days to learn the 
basics of Marxism and 
l eninis m - is a more main- 
stream venue and has a 
cover charge of Rbs 100,000 
for men and Rbs50.000 for 
women. Visitors in more 
chic clnbs like this one are 
politely asked to hand over 
their gnus before going 
through airport-style metal- 
detectors. Inside, body- 
guards swarm around the 
dance floors while their 
bosses consume large quan- 
tities of alcohol and food. 

“Do yon realise who that 
man is?" says Boris Tara- 
sov, looking incongruous in 
a Soviet-style suit He points 
to a dubious looking charac- 
ter wearing a black shirt 
and a gold bracelet “He is 
Garib. the Muscovite - a 
very authoritative man. He 
can solve any conflict If it 
was not for him. there 
would be more blood on 
Moscow streets. He is an 
honest and honourable 

man. ” 

But even Cabana is tame 
compared to clnbs such as 
Utopia, with its casino, 
strip-tease show and prosti- 
tutes, or Titanic, situated on 
the grounds of the stadium 
of the Yonng Pioneers. 
Titanic, teeming with 
die-hard security guards, 
charges its bull-necked cli- 
entele Rbs250.000 for 
pogruzhenie. or “immer- 
sion". The question is. in 
what financial and physical 
state would one re-emerge 
from the depths of this par- 
ticular ship? 

• Propaganda: 7 Bolshoi 
Zlatoustmsky per. 

• Krizis Zhanra : 4 Bolshoi 
Vlasyevsky per. 

• Cabana: Vermel: Four 
Rooms: 4-5 Raushskaya 
naberezhnmja. 

• Pilot; Soho: 6 Trekhgomy 
vaL 

• Titanic 31 Leningradsky 
prospect 

• Utopia : 2 Pushkin Square. 

• Hungry Duck. 9 Pushech- 
naya uL 
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THE CATHEDRAL of CHRIST THE SAVIOUR * by Flor© de Preneuf 


make-over 


Despite doubts 
over its financing, 
Muscovites seem 
thrilled with their 
new cathedral 

In the visitors’ book kept in 
the museum of the Cathe- 
dral of Christ the Saviour, a 
satisfied pilgrim has written 
in capital letters: “Thank 
you, Yuri Mikhailovich 
Luzhkov, for everything you 
have done for us." Mr Luzh- 
kov, Moscow’s energetic 
mayor is also a happy m an 
He has kept his promise to 
the city’s voters: an impres- 
sive cathedral will be deliv- 
ered on time. 

In three years, he has pro- 
duced a full-sized copy of a 
19th century monument 
which took 44 years to build 
and six months to destroy on 
Josef Stalin's orders in 193L 
The grounds of the cathedral 
were opened to the public 
earlier this month, in con- 
junction with Moscow's 
850th birthday festivities. 
Sculptures and paintings are 
expected to adorn the build- 
ing for the bi-miUenium of 
Christianity. 

The reconstruction of the 
cathedral in the centre of 
Moscow marks the end of 
the atheist, destructive Com- 
munist ere and a return to 
national roots. Were anyone 
to miss the point, billboards, 
put up by the city ban, name 
the structure "Cathedral of 
Christ the Saviour - Symbol 
of Russia’s Renaissance". 

Situated by the Moscow 
river, a short stroll from the 
Kremlin, the cathedral 
stands on hallowed ground. 
The original was built to 
commemorate the victory of 
Holy Russia over Napoleon's 
troops. Completed in 1883. it 
was among Russian Ortho- 
doxy's largest churches, 
employing 40m bricks, pre- 
cions marble and hundreds 
of kilogrammes of gold in a 
creation of eclectic Byzan- 
tine style- 

Derided by some as a 
"giant samovar" smacking of 
imperial pomp, it was never- 


theless a popular landmark 
on the Moscow skyline 
which featured prominently 
on tum-of-the-century post- 
cards and biscuit tins. Only 
by exploiting popular igno- 
rance and fear, as well as a 
resurgence 1 of radicalism in 
the early 1930s, was Stalin 
able to order the destruction 
of the structure. 

Dynamiting the cathedral 
cleared the way for his alter- 
native vision: a monumental 
Palace of Soviets - a . wed- 
ding cake structure crowned 
with a statue of Lenin - 
which would dwarf the sky- 
scrapers of New York. Len- 
in's index finger, painting 
towards the Communist 
future, would have been six 
metres long. The war, tech- 
nical, difficulties and chang- 
ing priorities put an end to 
this fantasy. The partially 
erected building was 
stripped of . its steel to pro- 
tect Moscow from the Ger- 
mans in the second world 
war and the abandoned site 
was colonised by frogs. 

In 1958. in a move which 
signalled the down-scaling of 
utopian dreams. Nikita 
Khrushchev had the founda- 
tions of the palace converted 
into a huge open-air, heated 
swimming pool. 

When Mikhail Gorbachev's 
glasnost policy removed the 
lid on history and nationalist 
sentiment, the cathedral's 
many metamorphoses cap- 
tured people’s imaginations 
and fired hopes that Russia 
would one day recover its 
former glory. 

From 1989 nationalist 
groups, eager to forestall the 
disintegration of the Soviet 
empire by bolstering Rus- 
sian patriotism, agitated in 
favour of rebuilding Russia's 
holy and military shrine. 
They initiated a peti- 
tion campaign and started 
collecting funds- in street 
underpasses. A low-profile 
Bank of the Cathedral of 
Christ the Saviour was even 
set up by in enterprising 
priest. But the grass-roots 
movement, plagued by inter- 
nal ([barrels and amateur- 
ism, produced only, a com- 


memorative cross and a 
modest chapel beside the 
pool. 

Then came Mr Luzhkov, 
with the clout and financial 
might needed to transform 
romantic dreams into con- 
crete reality. 

Passers-by see the result 
as outright miraculous. They 
remember the open-air 
swimming pool, sacrilegious 
and mossy, a legacy of the 
Khrushchev years. In its 
-place, golden domes gleam 
100 metres above ground. 

But the method behind the 
miracle is murky. The finan- 
cing of the structure has 
emerged from a mixture of 
political will and financial 
improvisation, with a touch 
of shady dealing. 

Ideology, the desire to see 
religion play a stabilising 
role in society and the hope 
that such a spectacular gift 
to the Russian Orthodox 
Church would secure the 
political loyalty of its leader, 
the Patriarch, may all have 
played their part in convinc- 
ing the mayor to intervene. 
But Mr Luzhkov is a prag- 
matist After taking over the 
cathedra] plan, he set out to 
satisfy Russians’ spiritual 
needs using the same energy 
with which he took up the 
repair of the city's roads and 
the building of new housing. 

"Mr Luzhkov Is a great 
psychologist,” says. Mikhail 
Moskvin-Tarkhanov, a dep- 
uty in the Moscow city coun- 
cil “His aim was to instil 
confidence in the future and 
to show people, Muscovites 
and foreign visitors that he 
could do it - that we can do 
it" 

While the consensus opin- 
ion in 1994 was that the 
cathedral should await bet- 
ter economic times. Mr 
Luzhkov saw ambitious 
enterprise as the only way 
out of depression. 

The cathedral became a 
kormushka, a giant feeding 
trough for the builders and 
artists left in limbo since the 
collapse of central planning. 
When ZiL the car and truck 
maker* won the right to 
mould the cathedral's 14 



Building the cathedral: the clout and financial might of Yuri Luzhkov, Moscow's mayor, was what turned romantic dreams into concrete reality 
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bells, observers said the 
competition was rigged. 
Indeed, a few months later, 
Mr Luzhkov announced that 
he would pull ZD out of the 
red to keep alive one of 
Moscow’s most important 
sources of employment. The 
lack of true competition and 
the importance of political 
protection in the project are 
emblematic of state capital- 
ism Moscow-style. 

Incestuous relations 
between business and poli- 
tics were also at the heart of 
the cathedral's financing. 
Officially, not a rouble has 
come out of the federal cof- 
fers despite Mr Yeltsin’s 
endorsement of the project. 
Only a tax exemption for 
companies participating in 
the construction was offered 


by the federal government 
But Mr Luzhkov, at the head 
of an empire of city-owned 
property, and able to offer 
bureaucratic favours and 
commercial privileges, could 
count on an unbeatable 
package to lure companies 
into participating. 

With the resourcefulness 
of a Soviet boss. Mr Luzhkov 
persuaded companies as 
diverse as Rosvooruzhenie, 
the Russian arms dealer. 
Philips, the Dutch electron- 
ics firm, and McDonald’s, 
the fast-food outlet, to 
behave like medieval guilds 
and hank- mil the church. 

On the day Stolichny Bank 
of Savings gave it 53 ingots 
of gold, it became the man- 
ager of the bank accounts of 
the Patriarchate, the head- 


quarters of the Russian 
Orthodox Church. 

Willingness to sponsor the 
cathedral has sealed simi- 
larly lucrative deals between 
several banks and the city 
ball 

Igor Ptichnikov. the young 
director of the city’s Fund 
for the Financial Support of 
the Reconstruction of the 
Cathedral of Christ the Sav- 
iour, underlined the appeal 
of the marble and gold build- 
ing for Russia's nouveaux 
riches: “A Mercedes can dis- 
appear in one explosion; this 
is an investment in the eter- 
nal”. Yet personal donations 
have accounted for only 
roughly 3 per cent of the 
money collected by the fund. 

The cathedral was not 
built on public charity alone. 


According to a senior engi- 
neer on the site, the city's 
so-called “non-budgetary 
funds" - proceeds from 
Moscow's companies and 
property operations - have 
been heavily solicited to help 
finance the building. 

A pyramid of inter-enter- 
prise debt has grown as fast 
as the cathedral itself. Mos- 
promstxoi, the leading build- 
ing company in charge of 
the construction, in which 
the city has a 25 per cent 
share, has accumulated huge 
debts with its suppliers. 

At the same time, it has 
done much of its work for 
the city on credit and with- 
out formal contractual rela- 
tions. 

Substantial accounts will 
have to be settled later. The 


final bill is bard to estimate. 
The amount announced in 
1994 was $300m when the 
mayor still hoped that the 
federal budget would finance 
80 per cent of the cathedral's 
costs, but this was before 
architectural plans were 
even finalised and excluded 
the cost of the extensive art 
work which still needs to be 
carried out. 

Admired for his intracta- 
ble drive and ability to pro- 
duce results, Mr Luzhkov 
was elected to a second term 
by 88 per cent of voters in 
June 1996. Judging from the 
mayor's popularity. Musco- 
vites seem more pleased by 
Moscow's shiny new appear- 
ances than worried by the 
hidden costs of its miracu- 
lous make-over. 
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and government bonds markets, supported with Company's overwhelming consultancy In this sphere. 

One of the advanced activities of "Metropor is portfolio and target investments, and the Company orient in a 
such activity on the information-opened enterprises, stocks of which combine high potentiality of price increase 
and enough rating of reliability. 

By volume of deals registered in the Russian Trading System, "Metropor is ranked among the top biggest 25 

Company's ^ diente in different segments of the Russian stock market indude large enterprises from the military, 
chemical industry, paper, textile, automobile industries, and, also, coal, energy, oil-proc.essing, food and telecom 
enterprises. 

The Structure of the Company: 

The Stock Exchange Operations Department promotes the following actr»ies: 

• operations on the governmental fixed-income instruments market (primarily GKO, OFZ, and etc); 

• operations with corporate securities, - primarily energy, telecom and oil stocks; 

• operations on the futures and forward markets with contracts on GKO, OFZ and Russian stocks. 

In this department there is also an analytical section, which provides fundamental and technical analysis of the 

finandal and securities markets. . 

The Securities Department works in the following directions: 

• operations with promissory notes of fhe biggest Russian banks, including Sberbank, Uneximbank, 

. - issuers, first of all, from the energy and telecom industries. 

The Corporate Securities Department provides the foUowng services: 

• brokerage and consultancy on the corporate promissory notes market: mdustnal enterprises, energy, 

„ ™ w clients, who are interested in solving their debt/payments problems. 

■MetrapoT receives full information support from agencies such as REUTER, AK&M, RosBusinessConsulting, 

^^Z^ce^epSh^nPpromales internal control and audit on the operations with corporate securities. 

-uawij to suggest You oU the services on the Russian securities market. 
We are very to consider Your proposals on co-operation. 

Phones: +7 (095) 237-7102, 237-7122, 237-0692 
FAX: +7 (095) 237-6613 


hnp://www.metropoi.ru 

Addres< : 13, Ponskaja sir., Moscow, Russia, 1 17049. 





db DialogBank 


We are pleased to announce that 


as of June 1997 

DialogBank is providing its 

Clients with 

EQUITY BROKERAGE SERVICES 

on the: 

Russian Trading System 
Moscow Interbank Currency Exchange 
Moscow Stock Exchange 
St.Petersburg Currency Exchange 
Over-the-Counter 


This announcement is directed to professional investors only 


Capital Markets Group 


TEL. [7-095) 244-8965 FAX [7-095)244-8929 
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TRAVELLERS’ TIPS • by Thomas de Waal 


Marvels amid the mayhem 


BUSINESS GUIDE f n irr 


Moscow may 
seem chaotic, but 
there are ways to 
make the trip a 
pleasant one 

There Is one scrap of 
comfort for the traveller 
arriving at Sheremetevo-2 
Airport: it only gets better. 
Moscow’s main point of 
arrival has been called, with 
some justification, “the 
world's worst airport”. There 
are no luggage trolleys, 
queues for everything and 
announcements for nothing. 
Getting away is also not so 
easy. The men in dark 
leather jackets whispering 
"Taksi, taksi" are best 
avalde± they will drag you 
and your things to a smelly 
blue Lada and charge you 
$100 for the 45-minute jour- 
ney into town. So it is best 
either to have someone meet 
you or, railin g that, hire a 
cab from one of the several 
car-hire firms in the arrivals 
lounge. 

As you enter Moscow the 
traffic thickens into a steady 
jam. Car ownership has tri- 
pled in the city in the past 
five years and it shows. 
Amid this mayhem, the 
metro is a marveL It still 
costs only 2,000 roubles 
(about 20 pence) to go any- 
where. The escalators move 
much faster than London, 
the trains are more frequent 
and the stations are deco- 
rated with chandeliers and 
mosaics depicting glorious 
Soviet effort Novoslobod- 
sky a station even has art- 
deco style stained-glass win- 
dows. The metro now sells 
multiple-ride magnetic cards 
and a monthly travel card 
for all forms of transport 
will cost you 180,000 rubles. 
Best of all the metro runs 
until after 1 am. 

If you do want a taxi stand 
on the kerb, put out your 
hand, cars will start screech- 
ing to a halt Open the door, 
announce your destination 
and what you want to pay. 
This not-quite-legal practice 
means it is possible to get 
around cheaply and easily at 
any hour of day or night. 
There are disadvantages of 


-d. 



Gold's Gym, w hich opened early this year, caters to rich and health-conscious Muscovites 


course; you must endure the 
driver's choice of FM radio 
station, his brand of ciga- 
rette and his views on Boris 
Yeltsin and Alexander 
Lebed. 

There Is also the remote 
chance of being robbed, 
although anecdotal evidence 
suggests this is extremely 
rare. To that end there are 
now regular yellow taxis 
with meters t which tend, 
alarmingly, to advertise 
Kremlyovskaya Vodka. As 
their prices are higher than 
the unofficial cabs it is quite 
normal to haggle a yellow 
taxi down to a lower price. 

The most painless solution 
may be to order a taxi by 
telephone. Moscow Taxi (238 
1001) has a good reputation 
as does the older firm on 927 
0000 . 

Ten years ago your choice 
of eating out in Moscow was 
limited. You could try a 
noisy restaurant with a band 
playing “Lady in Red” at 


high volume and only beef 
schnitzel on the menu, a 
hotel buffet serving stale 
rolls and boiled eggs or a 
seedy stand-up cafe full of 
drunken men eating slimy 
sausages. Things have 
improved immeasurably 
since then. There is some 
excellent Georgian cuisine at 
II Mam; Zoyi, Curia or the 
more upmarket U Piros- 
mani. There are good curries 
at Tandoor and Darbar and 
excellent margaritas at 
Azteca. 

You can dine In a former 
Stalinist food-hall complete 
with chandeliers at the 
exquisite Le Gastronome or 
eat burgers and milk-shakes 
at the two branches of the 
Starlite Diner. And the busi- 
ness lunch at Maxim's (run 
by the son of Russia’s 
answer to Frank Sinatra, 
Iosif Kobzon) is a snip at less 
than $100. 

The range of hotel accom- 
modation has also expanded. 


but the prices are the most 
expensive this side of Tokyo. 
The flawless Baltschug Kem- 
pinsfei, the new Marriott, the 
tum-of-the-century Metro- 
pol. where foreign corre- 
spondents used to live in the 
1920s, are a good deal only if 
you are on an expense 
account. The Moskva and 
the Stalinist wedding-cake 
Ukraine are much cheaper 
but the glowering woman 
who guards your key will 
seem like an unwelcome 
ghost from Soviet times. 

The hotels do serve one 
important public function in 
that they have some of the 
few toilets in central 
Moscow. They also carry 
Moscow's free English-lan- 
guage press: the excellent 
daily. The Moscow Times 
and The Exile, a guide to 
decadent living for western 
males. More substantial 
reading can be obtained at 
three Rn glikh-lang ua g w book- 
shops, Zwemmers. Rubicon 


and Shakespeare and Co. 

Apart from the question: 
How do I get to see Lenin?" 
travellers often ask “Am l 
going to be gunned down by 
a mafia hitman?”. The 
chances of this are much 
slighter than it would seem 
from reading the western 
press. But in case of emer- 
gency it is better not to try 
the city ambulance service, 
on 03, which is erratic at 
best There are three west- 
ern-run Moscow clinics that 
can offer more expensive but 
reliable aid: the American 
Medical Centre (956 3366). 
the European Medical Cen- 
tre (251 6099 or 350 0730) and 
Medici nb (931 5018 or 932 
8653). 

Finally, Moscow is at its 
most beautiful at night: if 
you go and stand in Red 
Square at midnight as the 
clock on the Spassky Tower 
chimes twelve, you wifi not 
be disappointed. Few thing s 
can be more magical 


General 

Time: GMT + 2 hrs (GMT 
+ 3 hrs from late March to 
late September) 

Climate: Mean dally temper- 
atures in Moscow range from 
-12"C in January to 18*C in 
July. 

Entry 

requirements 

Passport required by all. 
Visa: Entry arid exit visas 
are- required by afi. visitors 
and must be obtained in 
advance. 

Requirements: three pass- 
port-sized photographs, pho- 
tocopy of the first five pages 
of old-style passports or last 
two pages of ED passports 
and copy of. invitation, from 
company or ''sponsor, detail- 
ing name, personal details, 
passport number, time and 
purpose of visit 

Only certain institutions 
such as western Joint ven- 
tures and Russian, ministries 
may issue invitations. Allow 
at least 10 days for your invi- 
tation to come through from 
Moscow, and between six 
and 10 weeks far your visa 
application to be processed. 

For a fee, travel agencies 
or services which specialise 
in obtaining visas can often 
secure visas much more 
quickly, sometimes over- 
night, and, at a higher price, 
some Russian embassi es will 
process business visas 
within 48 hours. 

Nationals of Cyprus do not 
require a visa. 

Legislation passed in July 
1996 requires foreign visitors 
planning to stay for more 
than three months to pro- 
duce an HIV (Aids), test cer- 
tificate in order to obtain a 
visa, and visa applicants 
must prove they have 
enough money to fund the 
visit 

If staying more than three 
days, visas must be regis- 
tered through hotel or spon- 
sor. If visiting relatives in 
the Russian Federation, pas- 
sengers must register with 
local police on arrival. 

Currency 

Amount No limit to amount 
of foreign currency taken in. 


Declaration required: 
is allowed within the limits 
of the declaration given, less 

the amounts exchanged or 
spent within two months. 
The national currency can- 
not be imported or exported. 
Refunds possible against 
exchange receipt. . 

Cash: It is possible to with- 
draw money from automated 
teller wal ' h ^ es using cards 
belon g in g to leading western 
networks. 

Credit cards: Diners', Ameri- 
can Express, Bank of Amer- 
ica, Carte Blanche, Eurocard 
and ATT credit cards are 
accepted at main hotels. 

Customs 

Small amount of per sona l 
goods duty-free. On arrival 
■ declare all foreign currency 
and valuable items such as 
jewellery, cameras, comput- 
ers and musical instruments. 
You will be required to AH 
out a customs declaration 
and it is vital you get this 
stamped and keep it in a safe 
place, because leaving the 
country without it can some- 
times be difficult 

Health 

precautions 

Mandato ry: Visitors from 
Asia. South America and 
Africa require a certificate 
for yellow fever inoculation. 
A cholera vaccination certifi- 
cate is needed if co min g 
from an area of infection. An 
HIV certificate is required 
for long-etay visitors ‘only. If 
arriving at Moscow this is 
not usually demanded. 
Advisable: It is advisable to 
be up to date for the follow- 
ing imm unisations: polio 
(within 10 years), tetanus 
(within 10 years), typhoid 
fever, cholera (within six 
months), hepatitis A (moder- 
ate risk only). 

There has been a signifi- 
cant increase in the number 
of cases of diphtheria. While 
the low dose adult booster is 
unavailable, travellers are 
advised to avoid too close 
contact with people in 
crowded places, not to share 
glasses, etc, and to be 
boosted with a reduced dose 
CO.lml) of the paediatric sin- 
gle antigen vaccine. If never 


immunised, use three dose 
course of the vaccine. 

Public holidays 

Fixed dates: 1-2 Jan (New 
Year Holiday), 7 Jan. (Rus- 
sian Orthodox ChristmasX 23 
Feb (Defenders of the 
Fatherland Day), 8 Mar 
(International Women's 
Day), 1-2 May (May Day Hoii- 
day), 9 May (Victory Day), 12 
June (Independence Day), 22 
Aug (National Flag; Day), 7 
Noy (Anniversary of the 
October Revolution), 31 Dec 
(New Year's Eve). 

If holiday falls on a Satur- 
day or Sunday the following 
Monday is treated as a holi- 
day. 

Variable dates: Orthodox 
Easter. 

Working hours 

Business: (Mon-Fri) 0900- 
1730/1800 (appointments are 
best made betwee 0900 and 
1000 ). 

Banking: (Mon-Fri) 

10002030. Moscow Sheremet- 
yevo 2 airport 0800-2030 
dally. 

Shops: (Mon) 0800-1900, (Tue- 
Sat) 0800-2100. 

Telecoms 

The telephone network 
remains underdeveloped. 
Foreign assistance in 
mnripmigfng the communica- 
tions network in the form of 
joint ventures, is under way. 
Local calls may be made free 
of charge from hotels.. Tele- 
phone directories rarely 
available. Numbers of offi- 
cial organisations and enter- 
prises can be obtained at 
hotels or street information 
kiosks (“spravochnoe”). 

Trade fairs 

Numerous international 
trade fairs and exhibitions 
held by Foreign Trade Cor- 
poration, Expocentre, 
Moscow. 

Other trade fairs organised 
from time to time by non-So- 
viet exhibition specialists. 
Moscow Consnmexpo is held 
in January. 


Source: World of Information, 
March 1997 
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THE GASOLINE BUSINESS* by Charles Clover 


City’s fuel battle heats up 


STOLNY GRAD 


cTOJibHbiH rpAH 

Stolny Grad is proud to welcome the following new 
tenants to Moscow's premier office building, 
Usadba Centre: 


MFK-Renaissance 
RJ Reynolds 

Caspian Pipeline Consortium 
Cho Hung Bank 
Banque Nationale de Paris 
Flemings 


Usadba Centre is developed and managed by 
Stolny Grad on behalf of Moscow City 
Government. 


The Stolny Grad Group Is Russia's leading real estate 
services company. Our clients benefit from our 
unsurpassed local knowledge of the property market, 
combined with international experience and expertise. 

Development Management - Property Management 

Leasing 


For more information, or our corporate brochure contact: 

Entrance 2, 3 Kozhevnicheskaya Street, Moscow 113114 
Tel: 00-7-095-232-3366 
Fax: 00-7-095-232-3367 
E-mall: jm@stograd.msk.ru 


Mob-style killing 
and gasoline 
shortages have 
accompanied the 
struggle 

Security is tight at the 
Moscow Auto Service Manu- 
facturing Combine (MPKA) 
on the outskirts of the capi- 
tal. MPKA is at the centre of 
a struggle far control of the 
Moscow gasoline business as 
the city’s only oil refinery 
tries to expand into oil prod- 
ucts retailing. The stakes are 
high and the struggle has 
coincided with the mob-style 
killing of MPKA’s general 
director, along with a city- 
wide shortage of gasoline. 

“There have been too 
many coincidences in the 
past three months," says 
Dmitiri Baranovsky, MPKA’s 
new general director, who 
took over when former direc- 
tor V ladimir Manakh nv was 
gunned down on the way to 
his dacha in August. 

State-owned MPKA con- 
trols the largest chunk of 
gasoline stations in Moscow, 
68 of the total 500. These out- 
lets are coveted by Central 
Fuel, which was created by a 
presidential decree last Feb- 
ruary under the directorship 
of former energy minister 
Yuri Shafranik. 

Central Fuel controls the 
Moscow oil refinery, which 
supplies half of the city's 
gasoline demand, as well as 
Mosnefteprodukt. the whole- 
sale distributor of oil prod- 
ucts in the capital. 

"Central Fuel is basically 
[Moscow mayor] Yuri Luzh- 
kov's creation, to make sure 
that Moscow gets ofi, and to 
make sure that Moscow 
remains a player In the 
energy business," says Ste- 
ven O’Sullivan, oil analyst at 
London-based MC Securities. 

But Central Fuel was not 
content to remains a whole- 
saler of gasoline. The retail 
gasoline business in Moscow 

is extremely profitable. “In 
revenue terms, the gasoline 
market is somewhere 
between narcotics and pros- 
titution,’* said a recent 
article in Moscow weekly 
Novaya Gazeta. 

In 1992, state-owned MPKA 
controlled 221 gasoline sta- 
tions in Moscow - or 82 per 
cent of the city's gasoline 
trade. With a virtual monop- 
oly at the time, it under- 
standably wanted to privat- 
ise the whole organisation 
and petitioned the mayor’s 
office to do so. However, the 


mayor’s office declined, and 
MPKA began to accumulate 
debts to its suppliers, such 
as the Moscow refinery, 

“The workers collective 
should have received 51 per 
cent of the shares of MPKA,” 
says Mr Baranovsky. But 
instead, the organisation’s 
gas stations were split off 
one by one. and privatised 
separately, as its debts 
mounted. Today, MPKA, still 
state controlled, has just 68 
stations. - 

In the meantime, the num- 
ber of gas stations in 
Moscow has more than dou- 
bled since 1992, according to 
a report by Boston Consult- 
ing Group, despite a complex 
process for getting approval 
that requires 82 signatures. 
Most of these stations, along 
with those that MPKA lost, 
now belong to The Assoda- 1 
tion of Independent Auto 1 
Filling Stations which, some I 
analysts say is simply a 
mechanism for price fixing. 

The struggle for control of : 
MPKA began in June, with 
the Issue of a decree by Mr 
Luzhkov, stipulating that 
the assets of MPKA be trans- 
ferred to Central Fuel, while 
the debts remain with 
MPKA. Meanwhile, indepen- 
dent gas station owners were 
encouraged to join Central 
FueL 

Vladimir Manakhov, ftwi 
general director of MPKA. 
wrote an official letter in 
July in which he refused to 
abide by the decree, bed on 
August 16, he was murdered 
on the way to his dacha, and 
on the day of his burial. 
August 20, the decree was 
repealed. 

Since then, the Moscow 
refinery has shut down for 
“maintenance”, which has 
created a city-wide shortage 
of gasoline. And Pavelzov- 
ekaya OQ Base, a Moscow oil 
products storage facility 
which is not part of Central 
Fuel, was sabotaged (its rail 
lines were taken apart) 
according to Mr Baranovsky. 
“Really there are too many 
coincidences in the past 
three months," says Mr Bar- 
anovsky. Representatives of 
Central Fuel could not be 
reached for comment. 

Mr Baranovsky shows a 
copy of a pamphlet he says 
MPKA received from the 
Central Fuel Company 
explaining the benefits of 
joining. 

Among these were “the 
guarantee of support of the 
executive organs of power, 
as well as municipal inspec- 
tion and. regulatory organisa- 


tions’'. 

“They’re trying to use 
their influence with the 
mayor to destroy our enter- 
prise,” said Mr Baranovsky. 

Central Fuel, meanwhile, 
is not only expanding 
“downstream" Into retail 
sales, hut also "upstream” 
Into oil production. The 
Moscow afi refinery is the 
one leading Russian refinery 
that has resisted attempts by 
Russia’s powerful oil compa- 


nies to acquire it In their 
drive for “vertical integra- 
tion" (linking crude oil pro- 
duction to refining and dis- 
tribution of oil products in 
one company). 

Russian oil has until now 
been run entirely from West 
Siberia, rite of most of the 
production. But recently. 
Central Fuel took equity in 
an oil field in Kazakhstan, ■ 
the first time a Russia refin- 
ing company has acquired 


.litre 


equity in a producer, rather 
than the other way around. 

Russia’s large vertically 
integrated companies, mean- 
while, have been slow to 
move into gasoline retailing, 
having integrated only as far 
as wholesaling of oil prod- 
ucts. 

The one exception is 
Lukoil, which plans to 
increase its presence in 
Moscow from five gas sta- 
tions to 50. 


Not having an effective risk management system in place. 

Risk Management in Russia and the Baltic States is a new management report 
from FT Ftnance which expertly explains what the current risks actually are to 
financial organisations and to industry as a whole within these four countries and the 
strategies to adopt to counter these and future risks. It analyses how to manage 
the following risks with detailed examination and case 


Operational 

Political 

Market 

Currency 


Sovereign 

Counter-party 

Credit 

Delivery 


Liquidity 

Regulatory 

Valuation 

Arrears 


It is an essential point of reference far aU who do business in this region and of 
particular relevance to those who work in or with financial organisations. 

To order or for more details please complete this form and 6 k 
to +44(0)171 896-2274, post to FT Finance, Maple House, 

financial times 149 Tottenham Couit London, W1P 9LL, UK or phone 
Hnance our credit card order-line +44(0)171 896 2294. 
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HOWTO PAY ~19498A 
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I RBS 97 Risk Management hi Rvsia and the Baltic States ~£420~ US$715 
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MOSCOW AS A BUSINESS CENTRE: PERSONAL VIEW 9 


BQR( S JORDAN 



to die nation 


Russia’s transformation Is 
MS JW**. Moscow. 
Returning visitors are 
■55**7 a» city's amazing 
physical development, its 
skylme bristling with. 

The pervasive grey 
of .the Soviet era is being 
replaced with, fresh p2nt 
and bright lights. Historical 
landmarks are sparkling 
The city's legendary 
potholes are disappearing 
under smooth, new paving. . 

The significance of 
Moscow's makeover should 
not be overstated. But cyn- 
ics should beware - this is 
no Potemkin village. Below 
the surface, Moscow hap 
undergone fundamental 
change and is on course to 
become a great financial 
and business centre. One 
has to look back only five 
years to see evidence of the 
transformation. 

When I arrived in Moscow 
in early 1992, the economy 
was primitive and there was 
no financial market Other 
than forming early strategic 
alliances, we served primar- 
ily as volunteers helping to 
create Russia’s capital mar- 
ket infrastructure. Soon, 
however, privatisation pro- 
duced a tiny secondary mar- 
ket where vouchers were 
exchanged in suitcases car- 
ried by security guards. 

Eventually, trading in 
shares of Saint Petersburg- 
Telephone ushered in a 
rudimentary stock market 
consisting of two buyers 
and two. brokers. Over the 
phone or over lunch, they 
negotiated trades which 
were .later executed by 
hand. Company research 
consisted of a couple of 


pages of data,, some obser- 
vations from the field and a 
lot of guesswork. 

When. wnitftHwg Russian 
securities to overseas inves- 
tors, we ware sometimes 
shown the door. 

Today, Moscow’s financial 
industry is radically difte- 
ent. Equity traders, part of a 
brokerage c ommuni ty of 
several hundred, -institu- 
tions, conduct business elec- 
tronically oyer the Russian* 
Trading System. 

“This looks just like Wall 
Street,” is often the first 
reaction of visitors when 
they see our high-tech infor- 
mation and back office 
systems. Dally volumes and 
total market capitalisation 
have grown to $70-80m and 
$194bn respectively. World- 
class analysts are producing 
sophisticated company, 
credit, economic and politi- 
cal research products. Hie 
advent of corporate and 
municipal . bonds, deriva- 
tives, hybrid securities and 
high-yield paper has made 
the market more diversified 
and sophisticated. Corporate 
finance activity is red-hot 

If Russia five years ago 
was the laughing- stock of 
world economies, today it 
has won more than a little 
respect. Last year, a dou- 
ble-B rating from US rating 
agencies made Vneshecon- 
ombank the best performing 
emerging market external 
debt asset and paved the 
way for Russia’s successful 
debut eurobond.. 

Thirteen Russian ADRs 
trade actively on global 
exchanges and more issues 
are on the way. Last year, 
VimpelCommunications 


became the first Russian 
company to be listed on the 
Hew York Stock Exchange. 
This, year trading volumes 
rose and institutional 
money joined hedge funds 
as significant market play- 
ers. Companies are com- 
manding high prices, as wit- 
nessed by the recent sale of 
25 per cent of Svyazinvest 
for 51~875bn. Access to capi- 

Moscow’s 
story has 
always 
reflected the 
history of a 
great 
country 

tal is fueling industrial 
restructuring and, hope- 
fully, will create a wave of 
new business formations, as 
in Poland. Today, nobody 
kicks Russian financial 

players out of the office. 

All this has taken place at 
the ramg time as fundamen- 
tal changes in Moscow’s 
business environment Per- 
haps most significant has 
been the emergence, in just 
five years, of a new genera- 
tion of capable Russian pro- 
fessionals - accountants, 
bankers, financial profes- 
sionals, lawyers and manag- 
ers. Similarly, the new econ- 
omy has produced builders, 
computer programmers, 
hotel and restaurant staff, 

mw-hiiTilK gaipg agents and 

technical specialists, all rap- 
idly acquiring professional- 


ism and polish. 

Not long ago, using the 
phone in Moscow meant 
straining to bear across a 
crackly line and coping with 
abrupt disconnections. 
Today,, a booming telecoms 
industry is putting in place 
a world-class infrastructure 
to handle spi raling demand. 

Banking once meant 
receiving a stack of US dol- 
lars. Today we can count on 
ATMs, widespread accep- 
tance of credit cards, a sta- 
ble rouble and steady prices. 
The tax, legal and justice 
systems - like banking - 
need farther i mp rov e ment 
But they have come a long 
way and show increasing 
responsiveness to market 
imperatives. And the much 
exaggerated physical danger 
of operating a business in 
Moscow Is declining. 

President Yeltsin’s team 
is dedicated to continuing 
macro-level reform and Yuri 
Luzhkov, Moscow’s mayor, 
is carrying out heroic work 
to improve conditions in the 
capital. 

Think of the practical 
implications of these devel- 
opments: phones that work; 
quick, competent turn- 
around on draft contracts; 
copier repair; a sales man- 
ager who hits the targets; 
dry cleaning; sound finan- 
cial analysis; sandwich »nH 
pizza deliveries; professional 
office renovation; clean tow- 
els and friendly waiters. 

Moscow residents may 
rightly protest such things 
cannot yet be taken for 
granted. But those who once 
despaired of ever placing an 
international call or 
choosing from more than 


two restaurants can attest 
that life in Moscow has 
improved dramatically. 

Progress in the capital is 
good news for the whole 
country because history 
shows that where Moscow 
goes, Russia follows. Prince 
Dolgoruky founded Moscow 
in 1147 as the ancient cen- 
tre, Kievan Rus, declined. 
Moscow's fall to the Mon- 
gols in 1237 condemned Rus- 
sia to 250 years of servitude, 
broken only by Dmitri Don- 
skoi’s short-lived military 
victory in 1280. 

Two years later the Mon- 
gols burned Moscow to the 
ground, but the city rose 
fr om the aqhftg and 70 years 
lata:, by the time of Ivan 
the Great, the city was 
declared the “Third Rome". 
Until 1917, aside from a 36- 
year hiatus under Peter file 
Great. Moscow was the seat 
of one of the world’s great 
imperial courts, a cultural 
capital and commercial cen- 
tre at the crossroads of east 
and west 

Watching Moscow’s 
renaissance in 1997, it is 
easy to forget that the city 
has been this way before. 
Moscow's story is one that 
has always reflected the his- 
tory of a great country. 
From this perspective, 
Moscow's latest rise bodes 
well for Russia as a whole. 

Hie city’s present journey 
is taking tt towards a right- 
ful place alongside London, 
New York and Tokyo as one 
of the world’s great finan- 
cial centres. When this hap- 
pens, Russia will be on the 
threshold of reassuming its 
rightful place among the 
great nations of the world. 


MARCIA LEVY 




Risk-reward balance is shifting 


For the past 10 years, since 
the joint venture legislation 
of 1987 made foreign invest- 
ment possible, Russia has 
both attracted and repelled 
prospective investors and 
business partners. 

Prom the outset it offered 
immense wealth in natural 
resources, low asset values, 
a huge market and an edu- 
cated labour force, but as 
file Soviet trading struc- 
tures collapsed and new 
businesses and commercial 
practices developed, Russia 
was still seen by many as 
too unpredictable an envi- 
ronment to justify the risk 
of doing business there. 

Hie lack of a legal frame- 
work providing adequate 
protection for investments 
ami ensuring payment far 
goods and services was high 
on the list of reasons for 
looking to other markets. 

The need to provide a bet- 
ter investment environment 
was recognised by the gov- 
ernment and lawyers early 
an and a number of pieces 
of commercial legislation 
appeared between 1990 and 
1992. In the past . three 
years, the main elements of 
a mare reliable legal infra- 
structure have appeared. 

- Early primitive regula- 
tions have been replaced by 
developments in civil, com- 
mercial and investment-re- 
lated legislation which have 
attempted to combine Rus- 
sian legal traditions with 
international experience. ■ 
The first two parts 'of the 
Civil Code, setting out the 
basis of commercial rela- 


tions, have been adopted. 
The Federal Securities Com- 
mission was established in 
Novemto 1994 and given 
wide powers to regulate 
. securities markets by creat- 
ing licensing and registra- 
tion regimes. 

The combined effect of 
new laws , on joint stock 
companies mid participants 
in the securities markets, 
both of which took effect in 
the first half of 1996, has 
been to give companies 
greater flexibility in raising 
capital and to protect share- 
holders with, for. example, 
greater controls on the 
operation of shareholder 
registers confirming title to 
shareholdings. 

The process continues. 
The Duma is considering a 
new Land Code which 
should clarify ownership 
and title to property, a draft 
law on leasing and amend- 
ments to the law on foreign 

investment. 

The rapid creation of laws 
introducing , concepts and 
regulated relationships that 
are new to Russia, or which 
formerly were dealt with 
only by tile criminal code, ' 
has brought with it a new 
set of problems. Much of 
tiie new law has taken tile 
form of very general, 
enabling legislation that 
needs to be clarified in com- 
mentaries and regulations 
which have often been slow 
to appear. The speed with 
which much of the legisla- 
tion has been introduced 
and the inexperience of 
many of the officials put- 


ting it into effect, has 
caused confusion. 

Politics has also played a 
part. In some cases there 
has not been the political 
will t o use new powers 
effectively, such as the law 
on bankruptcy. In others, 
retrospective reinterpreta- 
tions of laws and proce- 
dures, such as the privatisa- 
tion laws, have caused 

Companies 
are returning 
to Russia 
with plans to 
establish their 
businesses 
there 

losses and a drop fat confi- 
dence among investors. 

In the case erf the securi- 
ties market, the battle for 
control of the regulatory 
functions (recently re-allo- 
cated between the Securi- 
ties Commission, the Cen- 
tral Bank and the ministry 
of finance) has slowed the 
pace of reform. 

There is a willingness to 
supplement Russian law 
with agreements made sub- 
ject to foreign law and by 
adopting international prac- 
tices which can fill some of 
the gaps In the Russian 
legal framework. 

Nonetheless, foreign 
investors may still have 
doubts about fundamental 


issues. They may be unsure 
of tiie identity and legal sta- 
tus of the entity with which 
they are trying to do busi- 
ness; they may not be cer- 
tain that tiie officials with 
whom they are negotiating 
have the authority to enter 
into the transaction or 
whether the company really 
owns the assets to which it 
lays claim. 

Managers who have 
recognised their companies’ 
need for investment and 
have understood that they 
are in competition with 
other companies and other 
countries for that invest- 
ment, are more likely to 
co-operate in the process of 
audits carried out by the 
prospective investor’s advis- 
ers. 

Such managers are also 
more likely to protect the 
information they disclose 
by requiring the prospec- 
tive investor to enter into a 
confidentiality agreement 
subject to foreign law and 
so easier to enforce against 
the foreign investor. 

Problems relating to the 
resolution of disputes have 
also discouraged foreign 
investors who are reluctant 
to rely on the Russian 
courts to make indepen- 
dent, even-handed d e ci si ons 
- although same confidence 
has been created by the 
recent efforts of regional 
Russian arbitration courts 
to enforce shareholders’ 
rights when they have been 
breached at annual share- 
holder meetings. 

Even where a favourable 


judgment could be 
obtained, in the past there 
was little hope that the 
unrefonned Soviet enforce- 
ment procedures would 
ensure satisfaction of that 
judgment. 

However, last mouth two 
new laws were passed, an 
enforcement procedures and 
court officials, which create 
a new court executive ser- 
vice responsible to the min- 
istry of justice and enforce- 
ment procedures applying 
to Russian and foreign 
judgments and arbitration 
awards. 

Positive Indicators for 
investment now Include 
extensive privatisation and 
corporate re-structuring, 
successful sovereign and 
corpora te fond raisings on 
domestic and international 
securities markets, the cre- 
ation of a number of invest- 
ment funds targeting Rus- 
sian debt and equities and a 
recent spate of syndicated 
loans to Russian banks by 
consortia of European, 
American and Asian banks. 

Companies who tested the 
Russian market some years 
ago but withdrew to 
observe from a safe dis- 
tance, are returning to Rus- 
sia with plans to establish 
their businesses there. An 
these developments show 
that the balance of the risk- 
reward assessment Is shift- 
ing and while political, eco- 
nomic and market factors 
will be largely responsible 
for that shift, the growing 
legal framework is also 
having a positive effect 


Move up from First Class, with 

Aeroleasing » 

Go v.hoivvo: you want. £ 
henavor you jfr 

in true style and luxury- M 

Europe's leading cusfomair service 

GENEVA To!.: -41 (22) 717 CO CO 


Europe's leading cusfomair service 


GENEVA To!.: -41 (22) 717 C:0 00 
ZURICH Te!.: +41 (1) 814 37 00 
t ) tto: / i iv iv v/.aerofeOo/n a. c: i 


Have your FT 
hand delivered in 

Moscow 


Gain the edge over your competitors by having the 
Financial Tiroes delivered to your home or office every 
working day 

Hand defray services are avaBabte for a8 subscriber who 
work or flw to the business centre of Moscow. 

Please cal! +7 095 243 1957 or +48 89 15 68 SO for 
nwe information. 








m 2 -, 3 - and Mersharas'' 

»Wmmh efi and rnoiufflng 
•Rapncuitefee bras regions olftuuir 
eCocsa^ tofwrBtilenp sfiflon s oBfts 
Re nton Mo ck nariat 
•CufoafaadworttegKbeme 

WosefwforoippatMfSw^iii^ 
to join Hie Russian stock mafet 

This advartssnanl is riffreted at PrriEsaorel Investors ontv. . 


r 10106ft 

7^(095) 9284687ff3M7V7, Inc (09^ 924-0464 



ALPHA CEMENT 

An incomparably durable business 

Alpha Cement was established in September 1993 as a private company 
by four Russian cement-producing enteiprises together with Alpha Capital - 
one of the largest investment funds in Russia. The founders’ capital and 
revenues from successful operations on the cement market allowed Alpha 
Cement to consolidate equity of the nine best cement factories in Russia 
contributing to a rise the group’s total production capacity to 20 million tons of 
cement per annum. 

According to Alpha Cement President Alexander Yevstratov, the group’s 
development serves as a good example of amalgamation of mid-level and 
major enterprises, as well as Russian and foreign industrial and financial 
resources. Alpha Cement currently owns controlling equity in Spasskcement 
Ltd. (Primorsky Region), Gomozavodskcement Ltd. (Psrmsky Region), 
Schuiovsky Cement Ltd. (Moscow Region) and Volskcement Ltd. (Saratov 
Region). The output of these companies, marked by consistently high quality, 
is in constant demand in Russia and is also exported. For example, the 
cement produced in Volsk has been used in construction of tiie Baikonur 
space launch complex, tiie cascade of power-stations on Volga and the 
Ostankino TV tower in Moscow - one of the highest structures on Earth. 

In December 1994 the group’s Board decided to transform Alpha Cement 
into an open joint-stock company. In March 1996 the company completed 
placement ahead of schedule of its first shares Issue, and a second issue is 
planned for the near future. Alpha Cement shareholders now include the 
International Finance Corporation, a member of the World Bank group, 
Burlington Investments Ltd., a subsidiary of Barings group and Holderbank 
Corp., the world's largest cement producer from Switzerland. Alpha Cement 
has been audited for several years by Arthur Anderson Consulting. 

“A significant amount of investment and credit resources have been 
allocated to target development programs at Alpha Cement's factories, the 
Group’s President Alexander Yevstratov says."AJpha Cement-2000” Working 
Program has been developed to increase investment management, production 
efficiency and revenue flow. The program's priorities also include development 
of new marketing approaches, the latest technologies and personnel training. A 
Scientific-Technical Center has been set up jointly with the Mendeleev 
Chemical and Technological College in Moscow to speed up Introduction of 
new technologies, Including those in the field of resource-saving. 

The Group’s plans are tong-term and include increased cooperation with 
the Russian Emergency Situation Ministry, The Defense Ministry, 
participation in the rehabilitation of Chechen Republic, in The Roads of 
Russia” Federal Program, as well as in local development programs in the 
regions of Moscow, Saratov, Perm and others. 

“The Alpha Cement Group is developing dynamically; the group is stable 
and can now look into the future with clarity and confidence", Alexander 
Yevstratov says. “The coming issue of shares is aimed at drawing additional 
investment to complete modernisation of our factories and start production of 
the latest types of cement 9 

ALPHA CEMENT 
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Tour Strategic Custodian in Russia 

Inkombank is Russia's elite joint-stock bank with total assets of 
$2,800,000,000. Established in 1988 the Bank is the national leader In the 
business with an international profile and the highest reputation. It is the 
first Russian bank to launch an ADR program and map out its 
eurobonds/euronotes issue strategy. Inkombank is the only Russian bank 
to obtain 4 syndicated loans within 12 months. 

The Bank has one of the strongest branch networks in the country and 
provides services to local governments, commercial banks, and more than 
1,100 major resident companies nationwide. Swill Communications and 
extensive international correspondent network make It feasible to service 
customers globally. 

Being strong with detailed market analysis and business performance, 
Inkombank is rated 662nd among the World's Top 1000 Banks by The 
Banker and received 19th position for profit on assets. Custody services - 
one more strong position In Inkombank's business. 

Custody services specially tailored to institutional needs include: 


♦ Setting up securities 
accounts 

♦ Securities transactions 

♦ Settlements 

4- Dividend Collection & 
interest payment 

♦ Reporting 


4 Corporate Actions Services 

♦ Proxy Voting 

♦ Portfolio appraisal 

4- Reporting on transactions 
& assets 

■4 Withholding tax & 
Legislation monitoring 


© 


ihkpm Hie ONE to Trust in Russia 

For farther Information please contact: 

Rossis - Pyotr Belenky. 12. Nametklna Street. Moscow 
tel. +7 095 332 7304; lax; +7 095 332 71 1 1 
Germany - Sergei Bochkaiyov. 9 Gruneburgweg. Frankfurt am Main 
tel. 4969 95 91 420; fax: 4969 95 91 421 1 
Switseriaad - Mikhail Kurilin. 16, Place Comavtn, Geneve 
teL 4122 731 4949/4948; fax: 4122 731 5022 
UK - Vladislav Sudakov, St. Michael's House 
1 , George Yard. Lombard Street, London EC3V 9DH 
tel. 44171 283 4999; tax: 44171 283 5999 
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A leading light 


As a Russian friend once 
said, “Russia is 
doomed ... to succeed’'. 
Moscow, too, is doomed to 
succeed and the emergence 
in the past few days of 
freshly painted buildings 
and colourful flags have 
announced the arrival of 
that success. As Moscow 
celebrates her 850th anni- 
versary to much fanfare, I 
can’t help thinking back . . . 

I remember the visits to 
Moscow during my child- 
hood with my parents and 
brother. We stayed at the 
Warsaw hotel, a short walk 
from the big Ferris wheel in 
Gorky Park. There was ice 
cream, hot summer days 
and everyone was excep- 
tionally friendly. I also 
remember the grim hotel 
breakfasts, the take-it-or- 
leave-it attitude and the fre- 
quent "nyet” that met most 
of our enquiries. There were 
few cars an the wide boule- 
vards and we travelled 
everywhere by metro. Life 
was completely safe. 

Years later, I remember 
the excitement when the 
Mezhdunarodnaya opened. 
It was the best hotel in 
town, with big fake trees in 
the lobby, exposed glass 
lifts, fountains and a brass 
cock on top of a tall clock 
that crowed loudly and flut- 
tered Its wings every hour. 
The food was still the same 
and the service only mar- 
ginally better. And yet after 
a day out in Moscow, one 
looked forward to returning 
to the comforts of the 
“Mezh". Visitors to Moscow 
called it the “Mezh effect". 

Today, all that seems far 
away. With all the plush 
hotels, fancy apartments, 
imported cars and exotic 
foods available, Moscow, far 
the ym w ng and wealthy, 
become a city of excess. 
From aIHgator and ostrich 
meat, to blue and green 
tinted bottles of imported 
mineral water and Viking 
beer, everything is available 
in thin bustling city. Life in 
Moscow has gone from one 
extreme to the other. 
Whereas before nothing was 
available but everything 
was cheap, suddenly every- 


thing is available and it is 
all very expensive. 

In the roar of the city’s 
success, the voice of the 
less fortunate section of 
society has been drowned 
out Moscow is no longer 
the safe city of my child- 
hood. but it is much more 
alive. Today we no longer 
talk about tbe "Mezh 
effect”. We now call it the 
"Moscow effect". The city is 
looking beautiful and 
although Russians argue 
about tbe monument or 


The regions 
watch what is 
happening in 
Moscow and 
are starting to 
copy what 
they see 


sculpture they like or dis- 
like, there is a broad 
acknowledgement of the 
city's tremendous progress. 

Travelling around other 
parts of Russia, however, 
puts things quickly back 
into perspective. The sparse 
hotels and the grim break- 
fasts are still there. And the 
cold water showers and the 
brown water baths. After a 
few days away, one looks 
forward to returning home 
to the “Moscow effect”. 

The regions are eyeing 
Moscow with envy. Here 
too, the results of the mass 
privatisation program and 
other economic and politi- 
cal reforms are mcreastagly 
evident Many of the cities 
have started to refurbish 
their hotels and other infr a- 
structure and open them- 
selves up to the rest of the 
world. 

A few years ago all Inter- 
national flights were routed 
through Moscow or St 
Petersburg. Today you can 
take a direct charter flight 
from Ulyanovsk, Lenin’s 
birthplace, to Delhi several 
times a week. For the tour- 
ist or business traveller, the 
old Russia is slowly disap- 


pearing. It will take time, 
but the chang a g that have 
taken place during the past 
seven years are staggering. 

Private ownership is now 
a familiar concept. Private 
enterprise is thriving and 
access to global media and 
international travel is hav- 
ing a strong effect on Rus- 
sians everywhere. Western 
consumer goods have 
flooded into the country 
and new Russian brands 
have emerged to compete 
with them. The regions 
watch what is happening in 
Moscow and are starting to 
copy what they see. The 
"Moscow effect” is spread- 
ing into the regions. 

Most remarkable, how- 
ever, is the effect on 
peoples’ minds. In educa- 
tion, business, and leisure, 
Russians are taking their 
cues from Moscow and the 
west More people are learn- 
ing English t yry d are to 
send their children abroad 
for exposure to western lan- 
guage and culture. 

Whereas seven years ago, 
few had the ability to travel 
abroad, today international 
travel has became accessi- 
ble to people from the most 
remote regions of the coun- 
try. With their high level of 
education, Russians have 
also quickly absorbed ideas 
to which they were never 
previously exposed. 

Seven years ago It was 
hard to find anyone who 
understood the basic work- 
ings of the International 
securities markets or west- 
ern management systems. 
Today it is not uncommon 
to find people who are 
familiar with these issues. 

Although, in some places 
such developments are still 
the exception and not the 
rule, things are changing 
fast, with Moscow leading 
the way. My Russian 
friends believe, and I am 
in clin ed to agree, that 
Moscow is "doomed” to 
become one of the most 
important, wealthy and 
fashionable cities in the 
world and we will no longer 
talk about the "Moscow 
effect”, but rather about the 
“Russia effect”. 


First fruits of a 
Russian rebirth 


Continued from page 1 . 
Finally, Mr Luzhkov’s pub- 
lic Image, a caxmy mix of 
Soviet boss and pro-market 
entrepreneur, seems to 
appeal to a country which is 
itself caught in a Umbo 
between communism and 
capitalism. 

That attraction was evi- 
dent last year, when Mr 
Luzhkov was re-elected with 
nearly 90 per cent of the 
vote. It is also apparent in 
the almost idolatrous affec- 
tion of Ids supporters. Con- 
sider the panegyric of Zurab 
Tsereteli, Moscow's court 
sculptor, whose monumen- 
tal works are coming to 
dominate the skyline of the 
post-Soviet city. 

"Historically, in Russia it 
has always been power f ul 
personalities who have cre- 
ated great things,” Mr Tser- 
eteli explains, sitting oh the 
soft leather sofas of his 
office, a thick gold bracelet 
jangling on his wrist. 

"Just as Pe te r the Great, 
in his wisdom, built St 
Peters b u r g, today the great 
personality of Moscow is 
Luzhkov.” 

Even skeptics concede . 
that Mr Luzhkov's energy 
and pragmatism appeal to a 
nation tired of well-meaning 
democrats who are unable 
to get things done. "You can 
favourably compare Luzh- 
kov with tbe mayors of most 
other Russian cities , who 
don’t make any decisions 
and so nothing happens,” 
says Anders Aslund, an 
arch-liberal western econo- 
mist whose convictions put 
him at odds with the mayor. 
"At least Luzhkov allows 
things to happen, even if he 
demands a share far the 
city.” 

Indeed, no less a figure 
than Boris Yeltsin, the Rus- 
sian president has recog- 
nised Mr Luzhkov as the 
king ambng Russia's power- 
ful regional princes and 
praised him for re surrectin g 
the Russian cap jtei 

"Yuri Mikhailovich is 
stranger and more vigorous 
even compared with much 
younger mayors,” Mr Yelt- 
sin declared in a radio 
address this month. “As to 
his experience of running a 
city, he is in a class of fab 
own . . . While Moscow has 


such a boss, X don't worry 
about her.” 

These are impressive testi- 
monials. but the Moscow 
style of governance is not 
without its critics. Many 
economists fatfawamwii 
contend that Moscow's eco- 
nomic miracle is the inevita- 
ble result of the city’s status 
as the Russian capital, 
rather than proof of the 
mayor's genius. 

is the seat of government 
in what fa still a highly cen- 
tralised state, they argue 
that Moscow is doomed to 
success. The mayor's diri- 
gfete i m pulses, they believe, 
have in fact detracted from 
the city's natural strengths. 

Others object to the may- 
or's cou tinned taste for the 
grandiose, centrally 
enforced aesthetic t^at char- 
acterised the Soviet era. The 
stone giants produced by Mr 
Tsereteli, one of the mayor’s 
close friends, so infuriated 
the city's young artists that 
they mounted a public cam- 
paign to have one of the 
more domineering statues, a 
massive sc ulpt u re of Peter 
the Cheat, removed from the 
city cajttre. :. j "• 

Within the Intelligentsia, 
which has long seen itself as 
official ^keeper ' of * the' 
national culture, the may-, 
oar’s e x trav agant celebration 
of Moscow's 850th anniver- 
sary has provoked s imil ar 
revulsion. . 

"Everyone Is fed up with, 
these celebrations,” Mr 
Ploutkovsky says. “I and 
people of my generation 
remember how the 100 th 
anniversary of Larin’s birth 
was celebrated, and Hr 
Luzhkov’s party is too simi- 
lar. It is too showy, too 
forced.” 

Most seriously of all, for a" 
man nursing presidential 
ambitions, some politicians 



A statua of Lanin, overlooks a Moscow market: many object to the 
iwe Braoetteae generation of statues produced by the sculptor 
2urto TsarrtsB, a etoae friend of Yuri Luzhkov, Moscow's mayo-, 
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accuse Mr Luzhkov of sys- 
tematically eroding the 
political freedom* which are 
probably thfe hew Russia’s 
greatest achievement 
These critics allege that 
the. mayor discriminates 
against Caucasian migrants 
to Moscow, who are' rou- 


tinely targetted in police 
round-ups; Ignores federal 
laws when its suits his pur- 
pose and resorts to quiet 
administrative tactics to 
impose a living- permit sys- 
tem that has been struck 
down as unconstitutional by 
the courts. 


One of the mayor's most 
respected nay-say ers is Ser- 
gei Kovalyov, a former 
Soviet political prisoner 
w ito is sometimes described 
as Russia’s conscience, 
gpeajcjng in his office in the 

- Russian parliament, still 
frail from a recent heart 
attack, Mr Kovalyev turns 
Impassioned as he describes 
the ‘inexhaustible subject” 
of Mr Luzhkov’s human 
lights violations. 

Worse yet, Mr Kovalyev 
says that the mayor’s 
excesses go largely unchrun* 
icied in the media because 
of the de facto censorship 
Moscow city hall exerts 
through its ability to create 
huge practical problems for 
the national newspapers and 
television stations, which all 
have their headquarters in 
Moscow. 

“There is one forbidden 

theme for the Russian mass 
media,” Mr Kovalyev 
explains indignantly. "Mr 
Luzhkov and the Moscow 
government. It is absolutely 
forbidden . . .1 used to speak 
about Luzhkov often in 
interviews, but my words 
were never printed. 

“Finally, I asked one jour- 
nalist about it and he said: 
‘Are you stupid or what? No 
newspaper can be published 
on the street - they all need 
an office. And who gives out 
offices in Moscow?'” 

These are serious criti- 
cisms, but, so long as 
Moscow’s economic prosper- 
ity continues to outshine the 
rest of Russia’s, they are 
unlikely to be put with very 
mnr.h force. 

Indeed, rather than scru- 
tinising Moscow’s shortcom- 
ings, Russia today fa likely 
to focus on seeking to 
export the capital city’s suc- 
cess to the rest of the coun- 
try. Mr Luzhkov fa already 
trying to convince Russians 
that he is the man for the 
job. The success - or failure 

- of his efforts will be one of 
the most important forces 
chaptng Russia as It enters 
the 2 1 st century. 
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Creditanstalt Investment Bank in Russia offers the unique combination of western 
experience and professionalism of a global investment bank with the indigenous market 
insight and unparalleled relationships of a seasoned local player. 


Securities 


Public and Private Offerings 
of Equity, Debt and 
Derivative Instruments 
Securities, Brokerage, 
Trading and Sales 
Equities and Economic 
Research 


Corporate R nance Advisory 


Russia's securities market has experienced 
tremendous progress since 1994 when 
over 115.000 enterprises underwent 
privatisation, hv 1996 Russia delivered the 
best stock market performance ir» the world 
according to the three major emerging 
market barometers, topping the global list 
with an annualised return ot >27% and 
CHrtperformrng its closest rival. Venezuela, 
by 25%: This performance inspired fund 
managers to cvcrweigb Russia for 1997, 
giving rrse to the 106% year-to-date return, 
ooce again loading ait markets, hi spite of 
this impressive benchmark performance, 
Credrtanslaft; delivered returns in excess of 
200% for its managed accounts. 


i Mergers and Acquisitions 
Privatisations 
Private Placements 
Initial Public Offerings 
Project Financing 
Restructuring 
Management Buyouts 
Joint Venture Advisory 


Asset Management 


Mass Privatisation Funds 
Portfolio and Asset Management 
Advisory of External Funds 


Global Resources. Local Expertise 


v ; : Rf/efSide.To.vuen^6^l KosrrKxiamtnns^j^^^r.Tl3D54 Moscow. Russia 
Sv 7f& / or 09^(72^000. 1 (212) 7 (50 T or 095; 721-9901 

' *"• '-"I' - • ' ’ ' •' E-mail: movvpr^c^HAm' - ' 
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Alfred Bog it the leading Nordic 
investment bank. Strong position*-', 
in the four local markets and a . - 
le ad in g rok in Nordic equity ' 
trading in London New Yoric - 
have made Alfred Berg the world'* 
number one broker for Nordic 
stocks. Baaed on this track record 
and platform, Alfred Berg has been 
rapidly into Russia, 
one of die world’s most dynamic 
emerging markets- 

The feverish activity in the 
Russian equity market, where 
increasing international capital Is 

ready to fond the Russian corporate 
sector, requires skill and Jong- terra 
commitment. Alfred Berg has both. 
Whether the market place is 
Stockholm or Mttecow, the company 
is Russian or Nordic, the transaction 


involves secondary trading or 
primary business, Alfred Berg . 
is proud to confirm that Russia is a 
core business. 

The links between the Nordic 
countries and Russia are almost 
as long as history itself. The Nordic 
' Vikings, predecessors of today’s 
export sales people, travelled • 
eastwards early, indeed, the Russian 
dry of Novgorod was founded 
by a Swedish Viking called Rank. 

Based on Alfred Berg’s proven 
soared of building a thorough 
knowledge base, the emphasis has 
been on uniting the experience Erotn 
the Nordic research, on basic 

industry, natural resources and 


local information and contacts. The. 
Russian research producr has beesep 


developed since 1994 with the same 
attention to in-depth market and 
company intelligence, clear thinking 
and consistency of view that has won 
Alfred Berg's Nordic research ream 
so many awards over the years. 

. In the giant task to build know- 
ledge across the vast Russian 
■ co n t i nent. Alfred Berg is supported 
by ABN AMRO Rothschild, the 
international corporate finance and 

equity capital market arm of the ABN 

•. AMRO group. Its long-established 
. reputation for expertise in both 
privatisations and corporate 
- transactions, combined with Alfred 

Berg's research knowledge and 

distribution network, forms an 
alliance that is hard to beat. 

In the Nordic region Alfred Berg 
knows its onions. 



*TOC*HCILK . CSNHNWIM - OHO - 

LOWON-MIW TOM* MOSCOW • • 


THE LEAP 


N a 


"ORDic I N V E S. T'li E T B A ,M E . 
MEMBER Of THE A B K . A » X O 


*\V. 

0, R.O U P . .‘. ’ 

• •• • . *3 " : 


i. s r 







£ 








.-Artis*-”' 






future 

iHs* er 








ru *J * ' ' 




< 


tm:*- 


icrxzue i : 


; MrfC 


t-r-- a .- 


few*: ■* < 


j 




Uacw, -j 




n __ 


'Stef, ..... j 


*1 








m 


m 

- f 

to 


*. 


ir. 

i ' 


% 


' 

& 


■ 'll T-. 


■ — - ta 

■ - •_ 


- ->-6 



to 



r>- 



* totoga'ii 

j. 


•s : f 


1 •' 

r ■»«* . 


.. % 




- J - 5\p- 



M 






